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PREFACE 
It is fundamental that the American public understands that the industrial development of our 
nation is greatly influenced by methods of mass production and organization in which vital enterprise 
of business and industrial leadership are reflected. 
By the same token, is it fully understood that the environment of public attitudes and opinions 
as well as Congressional policies in which our nation's industry continues to develop and live, are the 
life blood of a free democratic society? 
Individual enterprise · and public control are the important factors by which we judge our economic 
progress. These factors must, however, be equitabl<y related and proportioned in :order to develop together, 
with our changing needs . 
The influence of pressure groups in molding public opinion, in directing governmental policy, and 
in guiding the process of soCial change has always been significant and is not new phenomena. 
All groups are in a sense, pressure groups, The struggle for power, domestically and internationally, 
is in large part a struggle for control over the minds of men, The pressure groups which excel, whether 
official or unofficial, will be those most effectively implemented with the techniques and tools of opinion 
leadership. 
A business organization by its very nature has always been .a pressure group. It exerts pressure 
upon its own members and upon individuals and institutions outside, Its existence depends upon its 
ability to bring pressure of organized opinion upon those who control the group at a specific time, or 
regularly. 
These groups which I term " Lobbyists" in this volume, are a very 'necessary part of our Democratic 
Society, and have assumed ·unusual importance today. 
A primary aim of Lobbyists is to win popular support for the beliefs and causes they advocate. To 
do this they assume the role of opinion leaders. Lobbying seeks to bring about greater national cohesiveness; 
it mobilizes and it utilizes every available technique. Lobbying has become, if it has not always been, 
a very definite fixture in the social framework. 
The task of the lobbyist is definitely within the field. of public relations.. The lobbyist is a spokes-
man and an interpreter, as is the director of public relations. Qualities which make his work successful, 
if not the details of his procedure, are similar to those which make public relationseffective. For example, 
both require accurate, and interesting presentation of specific information, and an awareness of the point of 
view and special interest of the individuals and groups to be reached. 
iii 
In obtaining information I depended upon personal interviews as my chief source supplementing 
this by research methods through content analysis, reading, attendance at legislative hearings, talks 
with Members of Congress, Washington Lobbyists, past and present, and corresponded with over eleven 
hundred Oil Companies and their Trade Associations throughout the nation. 
Out of the total number of letters sent to various individuals, Oil Companies anct their 
Associations, including ninety six United States Senators, over one-half replied with special interest 
and enthusiasm. Many of these individuals are listed in the Index of this Volume. 
The body of the letter, which contains basic information requested, is presented in Chapter I 
of this Volume. 
Because the material was gathered in this first ·hand way, it necessarily represents the national 
experience of many of those personally contacted. 
The purpose of this present Volume is to portray the background of lobbying in the United 
States, to describe the method of exerting pressure customarily employed; to indicate the significance 
of lobbying for the Oil Producing Industry, relative to the Statutory Depletion Allowance, and the 
carrying out of governmental policies; and finally to present some general recommendations and 
methodical discussion of the facts and principles involved and conclusions reached. 
I have not attempted to solve all problems for the Oil Producing Industry in this Volume. 
However, I may at least awaken an awareness that there is a definite need for the industry to em-
ploy valid public relation techniques in its lobbying efforts relative to the Statutory Depletion 
Allowance. 
Throughout this study references to specific activities of trade organizations or individual con-
cerns, where not based on official records or original sources, have been verified, so far as possible, 
by correspondence with the organizations or companies concerned. 
In this study I have been greatly benefited by the special suggestions of many leading oil men, 
business executives, experienced trade association officials, and legal authorities especially conversant 
with the field of law and public policy considered in this analysis. To all of these I wish to express 
my indebtedness. 
PAT O. HUMPHREYS 
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PART I 
There is an important need for the Oil Producing Industry to 
recognize the use of employing valid Public Relations Techniques in 
its Lobbying Efforts before Congress by its Legislative Representa-
tives and Trade Associations relative to the Statutory Depletion 
Allowance in order to obtain public understanding and acceptance. 
CHAPTER I 
INTRODUCTION 
"Congress shall make no law ... abridging the freedom of speech 
or of the press; or the right of the people peaceably to assemble and to 
petition the government for redress of grievances." 
- First Amendment, U. S. Constitution -
I. THE PROBLEM 
Statement of the problem. The purpose of this present analysis is 
primarily to descr1be what correlation exists between the lobbying efforts 
of the oil producing industry and the opinion of congressmen as evidenced 
by their legislative deliberations on the subject of the Special Depletion 
Allowance, and to point out the need for valid public relations techniques 
on the part of the oil producing industry. 
The present volume deals with the following: 
2 
( l) An analysis of the lobbying efforts on the part of the oil 
producing industry, which have been made during 1949-50-51, 
when the subject of the Special Depletion Allowance came 
before Congress. 
(2) An analysis of the contents of congressional deliberations on 
the subject during 1949-50-51. 
From the results of the analysis of ( l) and (2), it is pointed out how 
the oil producing i ndustry can best integrate the use of these findings into 
their companies' public relations program. 
The anticipated results of this study are to present facts, make 
recommendations of value , and add to the general knowledge of methodology 
and effectiveness of public relati ons for the oil producing industry and its 
trade associations, relative to congressional lobbying. The present volume 
is concerned with the public relations aspects of lobbying for the oil pro-
ducing industry, specifically involving the Federal Tax Policy, commonly 
known as the Special Depletion Allowance . for Oil Producers. 
Importance of this Study . Every democratic society worthy of 
the name · must have some lawful means by which individuals and groups 
can lay their needs before government. One of the central purposes of 
government is that people should be able to reach government. The cen-
tral purpose of what we call "lobbying" is that they should be aple to 
reach government with maximum impact and possibility of success. This 
is fundamentally what lobbying is about. 
At first glance , it might appear that lobbying is the most thoroughly 
investigated and completely understood area of American policies . Actually, 
however, quite the reverse i s true. Although committees of Congress 
have conducted spectacular inves t igations of lobbying activities on three 
other occasions in the pas t forty years, the true extent and cost of large 
scale lobbying and its proper place in our representative system re-
mained to be charted. This is less the fault of these earlier investiga-
tions than it is of the fact that the scope of lobbying is constantly ex-
panding. Lobbying i s not generally understood because it evolves too 
quickly for periodic congressional investigations to keep fully apace of 
it. As a result, public understanding of the problem is inevitably in 
arrears, and the interest which congressional investigations first generate 
soon lapses into indifference. This is basically what has happened since 
• I I ' II l.li.-~~·---11..1..->.ll. _ _._______._ , _ _1- _,_.__ __ -.., __ , 
1935 when the last major inquiry was held, public interest has waned 
and lobbying has generally come of age. ( l) 
3 
The term "lobbying" has been in common usage for approximately 
100 years, and has been given many definitions. In the 1870's and 1880's, 
"lobbying" meant direct, individual solicitation of legislators, with a 
strong presumption of corruption attached. The lobbying of the 1880's 
demanded this klind of definition; the lobbying of today demands some-
thing quite different. Unfortunately, most present day definitions are 
both inaccurate and unrealistic: they generally fail to recognize that 
modern pressure on legislative bodies is rarely corrupt, that it is in-
creasingly indirect, and largely the product of group rather than individual 
effort. With these limitations, the ordinary definition of lobbying provides 
an unsatisfactory basis for either congressional inquiry or statutory 
regulation. 
Numerous state laws continue to define lobbying as "personal 
solicitation not addressed solely to the judgment" of legislators, ( 2) or 
as attempts to secure money on the claim or pretense of being able 
to "improperly influence" them. ( 3) In other states, definitions of 
lobbying as "bribery, promise of reward, intimidation, or any other dis-
honest means", of attempting to influence legislators still remain on the 
statute books or in State Constitutions. (4) 
The discussion of lobbying in Corpus Juris Secundum is based on 
an equally narrow view of the subject: 
The term "lobbying" has a well-defined meaning in this country, 
and signifies to address or solicit members of a Legislative body in 
the reception hall or elsewhere with the purpose of influencing their 
votes . Presentation by argument in a public and legitimate manner of 
the injurious effect proposed legislation will have on a particular business 
(I) "A recent poll conducted by the American Institute of Public Opinion indicates that fully • 
45% of a representative cross section of the public are unable to identify the term "lobbying'' - Pub. 
Opinion Quarterly, Vol. I 3 (fall I949) page 552. " 
(2) (Code of Georgia, Annotated (I936) 47-IOOI) 
(3) (Utah Code, Annotated (I943L § I03 26-26) 
(4) (Constitutions of California, Art IV, § 35.) 
4 
does not constitute lobbying. ( 5) 
Dictionary definitions are similarly limited in scope. Webster's 
New International tells us that lobbying is " to address or solicit mem-
bers of a legislative body in the lobby or elsewhere, as before a com-
mittee, with intent to influence legislation." 
How can we differentiate between the individual citizen's petitioning 
h is congressman and the activities of organized pressure groups seeking 
legislative aims by group and individual efforts? The approach to the 
subject of lobbying does not constitute an evil, but as a necessary and 
important ingredient of democracy. But by the same token full dis-
closure of the facts and financing of lobbying is an equally necessary 
ingredi ent. As various editors have put it: 
" lobbying is not only a legal but a necessary and unavoidable 
activity in a democracy , and nearly all citizens are engaged in one way 
or another in trying to influence public opinion, that bedrock of legis-
lation. It is not lobbying as such, but the how of it and the who of it 
a n d the financing of it that properly concern Congress and the public. 
The well of public opinion can be poisoned and misinformed by those 
wit h axes of their own to grind if only a given point of view of a given 
bill is all that appears on the surface . (6) 
The New York Times - The definition of lobbyist in Federal law 
covers a l ot of territory. It seems to include not merely the earnest 
gentleman who buys a member of Congress a drink or a dinner or backs 
h im into a corner and fixes him with his glittering eye . It also takes 
in those individuals, gr,;mps, or corporations who work through the con-
s tituencies of Members of Congress by advertising, pamphleteering, and 
the like . * * * 
Lobbying is not a crime , and Chairman Frank Buchanan of the 
Lobbying Committee in Washington, D. C. doesn't say it is. What he 
doe s s a y , and the argument seems reasonable, is that "influencing 
legislation is an activity that should be carried on in a goldfish bowl." 
(5) ( Corpus Juris Secundum , 54. 659 .) 
(6) (Christian Science Monitor . Aug. 4, 1950 (p. 14)) 
, 1 1. '.,. I 1.11.~~-~" IHL_Jii&i.., ...... --u ',I ... --·-
The nature of the pressure and who is paying for it ought always to be 
public knowledge, and there ought always to be some accurate way of 
distinguishing between a million dollars and a million votes. (7) 
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The Washington Post - Lobbying to most people means the button-
holing of Congressmen. The Buchanan Committee has been looking at 
it from quite a different angle. Its interest seems to be centered in 
grass-roots lobbying -- the stimulation of public opinion "back home" 
so that it will be communicated to legislators. To the man in the 
street this is probably not lobbying at all. Yet it is the means which 
many large organizations are using to secure the type of laws in which 
they are interested. ,~ ~' ':' ( 8) 
The Lobbying Investigating Committee takes the position that all 
substantial receipts and expenditures to influence legislation, directly, 
should be reported to Congress and the public. Some groups engaged in 
indirect lobbying take vigorous exception to this, but I cannot help 
thinking that their chief ground for complaint lies in the odium that is 
sometimes attached to the word "lobbying". This misconception of the 
term is most unfortunate, for the task of influencing public OEinion", as 
it is sometimes called, comes into disrepute only when lobbyists use 
underhanded methods . Except for this unfortunate labeling, it is difficult 
to see any reason why either corporations, labor union, professional 
societies or other organizations engaged in influencing public opinion 
should object to reporting their expenditures for this purpose if they 
are operating in a manner befitting a free society. And of course if 
they are operating in any other manner, the public ought to know about 
it. 
Spending money to influence congressional action is an inherent 
part of our American system. The private citizen has the right of 
petition guaranteed to individuals under the first amendment to the 
constitution, but above and beyond this constitutional guaranty there 
has developed in America a tradition of group activity to obtain legis-
lative aim desired by members of the group. 
(7) (New York Times, Monday , October 23, 1950 (p. 22)) 
(8) ( Washington Post, Friday, October 27, 1950 (p. 27() ). 
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Pressure groups generally fee l that their respective legislative 
programs are in the public interest. They tend to regard their own 
activities as "good lobbying" and those of opposing pressure groups 
as " bad lobbying." Similarly , we as citizens tend to classify pressure 
groups as " good lobbies " . or " bad l obbies " according to whether they 
seek legislative programs which we favor or oppose , Pressure groups 
which are attempting to obtai n the laws we feel are desirable and 
"good lobbies ." 
The attempt to classify pressure groups as " good lobbies" and "bad 
lobbies" has had some currency among legi slators , political scientists, 
and the press ! However , it is my considered judgment that such a 
classificati on is unnecessary inadvisable , and indeed impossible in 
drafting a statute dealing with t his subject. Distincti ons as to " good 
lobbies" and "bad lobbies " can be made on a subjective basis only, 
but in framing a stat ute the cr iteria must be objective. 
However, for the purpose of satisfying those persons who desire 
a classification for pressure groups, Lewis Haney, P r ofessor of Economics, 
New York Univers ity , in writing a recent article in the New York Journal 
American stated: " The progress of the Korean War points up the weak-
ness of our so-called " mixed economy, " in which the free-enterprise 
system is allowed to exist in part while socialists try to "manage". We 
U$e money but it is only Gover n ment paper . We own productive property, 
but its product i s taxed away . Meanwhile , the socialists and communists 
in our midst , by lobbying and propaganda have sold us out in the Far East, 
and have brought us to the verge of financ ial r uin, 
Now, among other t h ings , they are attacking the work of certain 
organizations of loyal and intelligent Amer i cans who are trying to resist 
the collectivist boners from within, This seems to be the aim of the 
Lobbying Committee in Washington , D , C , headed by Representative 
Frank Buchanan. 
What , then , is the test of good or socially des i rable lobbying? 
The basic test of the goodness of lobbying is t ruth . And truth , 
in turn, must be considered from several angles , par ticularly the 
ethical, political, economic and religi ous angles . Lobbying that is not 
for trut h is bad. 
, 1 1. , 1 IJII , a 1 1li ~ __ 1 
A statement is true when it gives a consistent explanation of 
generally observed conditions. To be true, it must be consistent 
and without any exceptions. It must explain things, so that unbiased 
minds can understand them and results can be predicted. 
The basic truths concerned in our lobbying activities are these: 
( 1) The individual is primary material out of which society 
arises, and for which society exists. Individuals are parts 
of groups, but they are prior to the group, and the group 
or society in reality is just "other individuals'" as against 
yourself. 
( 2) A Social arrangement or institution that has grown up 
under conditions of full choice has a right to exist until 
modified by the free and voluntary choice of those who have 
built it. Revolution is in such cases "radicalism", and is 
bad. So it is with our representative republican form . of 
government and with our system of free competitive enter-
prise. These have a right to evolve rand-!Survive in improved 
form, 
In the United States, "lobbying" on behalf of these truths, if open 
and based on logic, is good lobbying. 
Other truths are these: To treat unequal persons equally, leads 
to tyranny. 
There can be no consumption without production. 
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To give some people more than they earn by pl;"oduction means taking 
from others, and cannot long continue. 
We must apply such standards of truth or value to lobbying. 
Accordingly , I find that open and honest lobbying on behalf of the rights 
of all men as individuals under fair c,ompetition to choose, to earn, and 
to own , is ethical. Lobbying against such rights is bad. 
Lobbying for the maintenance of a representative republican form 
of government under a constitution is good, and vice versa. 
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Lobbying in favor of a voluntary competitive system of market 
values as the basis for a price system, is good. 
Lobbying for freedom of worship is good. 
Anyone should be free to teach, preach, or lobby for objectives and 
tr u th , including established American ideals. 
But lobbying for special advantages for laborers, farmers, business-
men, races, or religious sects , as classes, is anti-social, radical, and 
bad. And above all, lobbying on behalf of communism and "communist 
front " organizations which would revolutionize our freely adapted insti-
tutions, treat unequals equally, and distribute income without due relation 
to p r oductivity -- this i s bad. 
From early times, the philosopher 
regiment individuals, putting the "whole" 
About 1776, the American experiment in 
ment finished? (9) 
of socialism has sought to 
before the "parts" of society. 
I 
freedom began. Is ·the experi-
It i s the opi nion of the author that the rejection of any attempt at 
classification of lobbying as "good" or "bad" si;mplifies rather than 
complicates the problem of legislating on the subject. Laws in this 
field should a im at the reporting of significant data by pressure groups, 
and not at their activities, Congress and the people can evaluate group 
pressures proper ly, provided they know the identity and financial parti ... 
c i pati on of those who support such operations. 
The present Federal Lobbying Act went into effect on August 2, 1946. 
Since that time, tremendous progress has been made toward achieving its 
a im of i dentifying the source of financial support of the pressure groups 
which seek to influence congress. Prior to 1946 there was practically 
no information available to members of congress who sought to appraise 
honestly and fa i rly t he pressures being exerted on legislative proposals. 
F r om time to time, there had been congressional investigations of lobbying;( 10) 
(9) New Journal, . American, July 13 , 1950 (page 18). 
( 1 o) See Lane. Some lessons from Past Congressional Investigations of Lobbying. I4 Public 
Opinion Quarterly 14 (Spring, 1950). 
9 
but these had been sparatic and focused on particular practices whi ch had 
aroused the indignation of the congress. The very helpful light whi ch they 
threw on the business of influencing legislation was , unfortunately , limited 
as to time and subject . There was no over-all information and no mach-
inery for providing current and cumulative data that would be continuously 
available to Congress and the people as to the activities of pressure 
grou ps . Therefore, the passage of the Federal Lobbying Act marked 
,the beginning · of a new era. 
Congress and the public, for the first time, were given the -tools 
to learn the who, t he how, and the how much of pressure-group opera-
tions. During 1946 and early 1947 many persons for the first time 
were required tn and d i d fi le preliminary reports or what is commonly 
known as registrations and quar terly reports under the Lobbying Act, 
but such early reports provided only limited information. One reason 
was that most of the early filings were by individuals lobbyists, · rather 
than by the pressure groups which employed them. 
Late in 1947, the Attorney General of the United States (Hon. 
Tom C. Clark, now Associate Justice of the United States Supreme 
Court) initiated a survey of compliance in an effort to learn how effective 
the Lobbying Act had been. This constructive undertaking was placed 
under the direction of a Special Assistant to the Attorney General, 
(Hon. Irving R . Kaufman, now United States District Judge for the 
Southern district of New York) who headed a temporary unit which was 
formed for that purpose and made a part of the office of the Attorney 
General. As a result of the work of this unity there was a marked in-
crease in compliance with the Lobbying Act . Many organizations began 
filing quarterly reports under the Lobbying Act . 
The quarterly reports so filed were carefully studied by the 
Lobbying Committee. The Committee concluded that a new reporting 
form was des i rable in order to obtain the information required by the 
Lobbying Act in a s impler and more useful form. Prior to the Com-
m ittee ' s s t udy, fiv e forms were in use under the Lobbying Act. A 
single form was proposed by the Committee to replace these five 
forms and thus s i mplify the task of complying with the Lobbying Act. 
This form was adopted by the Secretary of the Senate and Clerk of the 
House for reports beginning with the first calendar quarter of 1950 . (11) 
( 1 I) A copy of a revised· Version of the report form is included at the end of this Introduction. 
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The new report forms and the increase in filings by organizations, 
whi ch resulted largely from the Justice Department ' s Activities and 
t he w or k of the Lobbying Commit tee , have been important forward 
steps. Equally important has been the publicity given to filings under 
the Lobbying Act by t he press and the Congressional Record. ( 12) 
The pur poses whi ch have guided the Lobbying Committee ' s entire 
in vestigation are set out in the following paragraphs . The Committee 
was d ir ected t o " study ancl investigate all lobbying activities," by private 
persons and groups and by agencies of the Federal Governm~nt, "intended 
to influence, encourage , p r emote , or retard legislation. " 
In t he first place the Commit tee sought to canvass as thoroughly 
a n d a s b r oadly as pos s ible efforts by bot h public and . private agencies 
t o in fluence the determination of public policy. In brief the Committee 
d ir ected their canvass along four basic principals: 
( 1) The number , i dentity , and inter -relati onships of those 
groups and pe r sons actively att empting to influence legis-
l a tion. 
(2) The amounts and kinds of expenditures made by these groups 
and persons in attempting to influence legislation. 
( 3) The ways in which funds expended for these purposes are 
s olicited, and the sources of these funds. 
( 4) The techni ques of influencing legis lati on, d i rectly and 
indirect ly. 
In t he light of t h is factual analysis it was learned that the Committee 
ha s sought also t o det ermine whether or not the Federal Lobbying Act i s 
fulfillin g the purpose s f or wh i ch it was enacted in 1946. The Lobbying 
Commit t ee s ou ght to d i s cover whet her disclosures made pursuant to the 
A ct r e veal the realitie s of press ure gr oup operation, or whether the 
( 12) Preliminary reports or registrations and quarterly reports are published in the Congressional 
Record. The reports on Lobbying Act filings published by the Congressional Quarterly Log .and Congressional 
Quarterly Notebook have been especially valuable . 
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scope of the act is too modest to yield truly vital information. The Com-
m ittee undertook to propose whatever changes in the act might be neces-
sary to accomplish its present purposes , or such other purposes as the 
Committee might deem more valuable or realistic as a consequence of 
its investigation. 
The Commi ttee has further sought to obtain facts relative to 
lobbying activities by officers and employees of the Federal Government, 
and to the various statutes which subject such activities to certain 
restr i ctions . It was learned that the Committee felt that its final and 
perhaps most import ant respons ibility was to analyze in an objective 
and meanin gful way the relation of large -scale lobbying in all of its 
r amificati ons to the long run maintenance of our treasured representative 
system of gov ernment . In the Committee ' s view, this is the ultimate 
problem which large-scale lobbying raises. As stated above , one of the 
central purposes of government is that people should be able to come to 
it; in our system, lobbying has been a principal means by which this 
could be done . But at the same time it i s important to ask whether 
our kind of popular government can indefinitely absorb the impact of 
an inherently expansive system of organized pressure ; whether we can 
continue to afford the social clearages, the clusters of private power 
of which this mounting pressure i s both cause and symptom. Thi s is no 
abstruse problem in political theory. The way in which these questions 
are resolved is the key to our institutional future. 
However , there are several theoretical considerations which under-
lie the present high level of lobbying activity . We lack and have always 
lacked any established theory as to the proper relationship and balance 
between private power and the power of government . Lacking such an 
established theory, it would seem that resting our thinking about lobby-
ing on two premises would help us to understand more clearly : 
F irst , that lobbying i s not a problem of who is to exerc i se politi cal 
power , but i s , rather, a matter of expressly granted indivi dual rights ; 
and second, that lobbying is no problem in a free society because one 
interest can be depended upon to "cancel out " another. This process of 
cancellation a n d compromise , it is said, should produce responsible public 
policy . 
As to the first, premise, the right of petition is cit ed as both the 
cause and justificat ion of lobbying, and certainly thi s seems correct . 
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Organized groups of interested citizens have an important informational 
and representative role to play in our kind of government. (Citizens 
can and should exercise their right of petition individually and through 
organized groups.) Without this constitutionally guaranteed right of 
petition, our kind of free government could not exist. But we often 
fail to recognize that while lobbying is a necessary right which should 
not in any way be restricted or abridged, it is a right which is not 
exercised for itself alone. People and groups seek to influence legis-
lative policy because they hope t~ gain thereby and not because they 
want to keep their rights from becoming flabby from lack of exercise. 
So it is that, in their public utterances, lobbyists show the utmost 
attachment to constitutional rights. Privately, however, they often ad-
mit that rights to them are only a means to an end and not an end in 
themselves. As one of the most expert of them said, "Organized power 
is the only thing that Government can take into account." 
BACKGROUND ON LOBBY LAW AND HOW IT WORKS 
Public and Congressional interest in lobbying increased sharply as 
hearings by the House Select Committee on Lobbying Activities got under 
way. Committee clerks and Justice Department officials reported scores 
of inquiries about how the law regulating lobbies has worked since it 
went into effect in 1946; and what registrations and reports under the 
act have shown. 
With this i n mind 1 the author decided to help bring the picture into 
focus by summarizing some of the developments under the comparatively 
new law, and by attempting to answer some of the questions which are 
brought up most frequently in discussions of lobby regulation. 
WHAT IS LOBBY LAW? 
The Federal Regulations of Lobbying Act went into effect August 2, 
1946. It was part of the Congressional reorganization law which was 
enacted at that time. 
Here are some of its principal provisions: 
( 1) Registration by any person "who shall engage himself for 
pay or for any consideration" to attempt to influence legis-
lati on and applies also to any person or organization who 
I I I I I I L L ' • • I~L j I_ - I - -·- --
solicits or receives money in connection with legislation, 
or whose "principal purpose" is to attempt to influence · 
legislation. 
( 2) Filing of quarterly financial reports from registrants and 
from organizations raising funds used in connection with 
legislation. 
(3) Maximum penalty under the act is a $5,000 fine, not more 
than 12 months imprisonment , or both, plus the additional 
proviso that anyone convicted of the misdemeanor shall be 
suspended from lobbying for three years from the date of 
conviction. Penalty for violation of this provision is a 
maximum of $10,000 , five years or both. 
HOW DOES LAW WORK? 
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The lobby law did not set up what forms groups or individuals sh.:~uld 
be- . u.Se-d.- '3 in registering or filing reports. So the Senate Secretary and 
the House Clerk, charged by the law with responsibility for receiving 
reports, devised forms on which to record the information. 
A study of these forms show immediately that varying interpreta-
tions have been arrived at by various individuals and groups as to how 
to fill them out. Likewise, some individuals and groups have filled out 
such forms, while others engaged in similar activity have decided that 
they are not required to do so by the law. Accordingly , a considerable 
difference of opinion prevails as to just what the law means regarding 
who is to file and how it is to be done. 
Furthermore, the reports are merely received and filed, with no 
action taken to question certain discrepancies not ed, or to check mathe-
matical errors , etc.; and no provision is made to call attention to over-
lapping of certain reports . 
Thus , most students of the law agree that it should be revised to 
work more effectively , or that as a minimum step improved forms 
should be provided, which could be done wit hout changing the law. 
Chairman Frank Buchanan of the Lobby Investigating Committee has 
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said that a major purpose of the probe is to study the law's operation 
and recommend improvement s in it. 
HOW MANY LOBBYISTS? 
According to the latest figures compiled by the House Select 
Committee on Lobby ing Activ ities there have been 49 5 original filings 
of financial reports between 1946 and the end of 1949 . 
REPORTS v. ACTUALITY 
How do these reports c'ompare with the actual number of lobby 
groups and individuals? 
It is estimated that the approximately 500 groups reporting are 
only about one -third of the pre s sure organizations in the nation -- that 
there are at least 1500 of them active . Also , a Department of Com-
merce publication "National Associations of the U.S." lists 3067 groups 
and the publication comments that "Almost all the or ganizations engage 
in lobbying to varying degrees. " 
Approximately 2000 individuals regi stering represent only about one-
fifth of the total number of lobbyists -- that there are about 10,000 of 
them active. 
HOW MUCH SPENT? 
The tabulations show that the 495 groups and individuals filing 
" Form A" reports listed more t han $27 m i llion spent between 1946 
and the end of 1949 , as follows : 
1946 
1947 
1948 
1949 
Total 
$ 2 , 297,28 1. 32 
6 ,969,897 . 08 
7 ' 844,668. 86 
10,319,670.65 
--$27 ,431,517.80 
It is also shown t hat $4, 211,911.52 was listed spent in the same 
period in reports filed with Congress . These repor t s are chiefly ones 
files by those registering w i th " Form B. " The money spent by them 
sometimes is also listed by groups in the " Form A" report, so there 
is some duplication in the $27 m i llion and the $ million figures. It 
is safe to say, however, that the total reported spent is well above 
$2 7 million and probably close to $3 0 million. 
LOBBY FORMS 
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The reports which are required to be filed by lobby organizations 
and lobbyists in fulfillment of the lobbying law are usually submitted by 
filling out forms provided by the Congressional officials charged with 
filing these reports. 
1. The "Form A" -- for quarterly financial reporting, usually 
by organizations (associations, councils, unions , farm groups, firms with 
an interest of their own in the legislation , and, in some cases, individuals 
for whom legislation is being sought,) 
2. The "Form B" -- for registration under the lobbying law --
usually by the lobbyists who are working for the benefit of those who 
employ or retain them. A registration may be by an individual , two or 
more individuals working together, a law firm or public relations firm, 
or some other individual or group entity working for a client of some 
sort. The registration may be by a lobbyist notifying Congress for the 
first time that he is to work for a client on legislation -- or it may be 
to show a change in his employment status (or salary) or to say that he 
is finished and wishes to be dropped from the active list. 
The fact that an organization or individual has filed one of these 
reports does not always mean that they are really full-time lobbies or 
full-time lobbyists. In fact, some of them contend that they are not lobby-
ing at all -- and that they should not have to file the reports , either for 
that reason, or because lobbying is so minor a part of their activities 
that they are exempt. But they file because they do not wish to be 
criticized or prosecuted , or because they have "nothing to hide", 
FORMS CAN BE CHANGED 
The present " A", "B " , forms were not specifically prescribed in 
the lobbying law. In fact , that law did not even say who was to pres-
cribe or draw up the forms, nor who is to administer the law. But 
since the Clerk of the House and the Secretary of the Senate were 
ordered by the law to receive, file and make available the date, the 
Clerk and the Secretary prepared the forms now in use, basing their 
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efforts on what the Federal Regulation of Lobbying Act seemed to require. 
Therefore, it would not take a new law to change the present forms , and 
as a matter of fact , some data is submitted without use of the forms and 
organized differently than the forms. 
D ISPUTE ABOUT INTERPRETATIONS 
What do the respective forms do? Who fills which ones out, and 
why? And why are these questions important? 
The answers to these questions are still to be settled by the courts. 
There is terrific dispute -- particularly when the relationship of Section 
307 to these forms and to the other sections of the law is brought into 
the battle -- and it i s brought in inevitably and quickly. 
The interpretation of the Justice Department lawyers who are 
prosecuting one case under the lobbying law is that Sections 303, 304 
and 305, · and hence "Form A " , was intended to bring about " the dis-
closure of pressure groups and their sources of income". Under this 
same interpretation, Secti on 308, and hence "B" · form was intended to 
disclose the " identity of lobbyists and the sources of their mcome. " 
EVEN LA WYERS DISAGREE 
But other lawyers , even other justice lawyers , do not necessarily 
agree -- iri fact, some disagree completely , and in various directions. 
Section 3 05 says that " every person receiving any contributions 
or expending any money for the purposes ... " of a iding in the "passage 
or defeat of any legislation by the Congress ... (or) to influence, 
directly or indirectly, the passage or de feat of any legislation by the 
Congress . .. " shall file a statement every three months . These 
statements are to give the name and address of each person who con-
tributed $500 or more to the "person" reporting the total contributions 
for the calendar year . Also , the name and address of each person to 
whom $ 100 or more was paid (with amount , date and purpose) , and the 
total expenditures during the calendar year. 
DEFINITION OF " PERSON" 
The word "person" is a source of bedevilment. It is 
defined to include " an individual , partnership, committee , association, 
ExHIBIT A 
FILE TWO COPIES WITH THE SECRETARY OF THE SENATE AND FILE THREE COPIES WITH THE CLERK OF THE HOUSE OF REPRESENTATIVES: 
This page (page 1) is designed to supply identifying data; and page 2 (on the back of this page) deals with financial data. 
PLACE AN "X" BELOW THE APPROPRIATE LETTER OR FIGURE IN THE BOX AT THE RIGHT OF THE "REPORT" HEADING BELOW: 
"PRELIMINARY" REPORT ("Registration"): To "register," place an "X" below the letter "P" and fill out page 1 only. 
"QUARTERLY" REPORT: To indicate which one of the four calendar quarters is covered by this R~port, place an "x:• .below the 
appropriate figure Fill out both page 1 and page 2 and as many additional pages as may be requrred. The first addrtwnal page 
should be number~d as page"?.'' and th!l rest o~ such pages should be ."4," "5,': "6," etc. Preparation and filing in accordance 
with instructions will accomplish compliance wrth all quarterly reportmg requrrements of the Act. 
QUARTER 
REPORT p 1st 4th Year: 19 ____________ I~ I I 2d I 3d I PURSUANT TO FEDERAL REGULATION OF LOBBYING ACT (Mark one equare only) 
NOTE on ITEM "A".-Ial IN GENERAL. This ''Report" form may be used by either an otganization or an individual, as follows: 
(I) "Employee".-To file aa an "employee". state (in Item uB") the name, address, and nature of business of the ,.employer". (If the ••employee" 
is a firm [such as a law firm or public relations firm], partners and salaried staff members of such firm may join in filing a Report as an "employee".) 
un "Employer".-To file aa an "employer", write "None, in answer to Item "B". 
(bl SEPARATE REPORTS. An agent or employee should not attempt to combine his Report with the employer's Report: 
(I) Employers subj_ect to the Act must file separate Reports and are not relieved of this requirement merely because Reports are filed by their agents or 
employees. 
llil Employees subject to the Act must file separate Reports and are not relieved of this requirement merely because Reports are filed by their employers. 
A. ORGANIZATION OR INDIVIDUAL FILING 
1. State name, address, and nature of business. 
2. If this Report is for an Employer, list names of agents or 
employees who will file Reports for this Quarter. 
NOTE on ITEM "B" .-Reports by Agents or Employe... An employee is to file, each quarter, as many Reports as he has employers; except that: (a) If a 
particular undertaking Is jointly financed by a group of employers, the group is to be considered as one employer, lmt all members of the group are to be named, and 
tbe contribution of each member Is to be specified; (b) If the work is done in the interest of one person but payment therefor is made by another, a single Report-
naming both persons as "employers"-is to be filed each quarter. 
B. EMPLOYER·-State name, address, and nature of business. If there is no employer, write "None." 
NOTE on ITEM "C".-(a) Tbe expression "in connection with legislative interests," as used in this Report, means "in connection with attempting, directly or 
indirectly, to influence the passage or defeat of legislation." "Tbe term 'legislation' means bills, resolutions, amendments, nominations, and other matters pending 
or proposed in either House of Congress, and includes any other matter which may be the subject of action by either House"-§ 802 (e). 
{b) Before undertaking any activities in connection with legislative interests, organizations and individuals subject to the Lobbying Act are required to file a 
"Preliminary" Report (Registration). 
(c) After beginning such activities, they must file a "Quarterly" Report at the end of each calendar quarter in which they have either received or expended 
anything of value in connection with legislative interests. 
C. LEGISLATIVE INTERESTS, AND PUBLICATIONS in connection therewith: 
I. State approximately how long 
legislative interests are to con-
tinue. If receipts and expendi-
tures in connection with legisla-
tive interests have terminated, 
D place an "X" in the box at the left, so that this Office .will no longer ex-
2. State the general legislative in-
terests of the person filing and set 
forth _ the specific legislative inter-
ests by reciting: (a) Short titles of 
statutes and bills; (b) House and 
Senate numbers of bills, where 
known; (c) citations of statutes, 
whe.re known; (d) whether: for or 
3. In the case of those publications which 
the person filing has caused to be issued 
or distributed, in connection with legisla-
tive interests, set forth: (a) description, 
(b) quantity distributed, (c) date of dis-
tribution, (d) name of printer or :publisher 
(if publications were paid for by person 
filing) or name of donor (if publications 
EXHIBIT B 
NOTE on ITEM "D."-(<>) IN GENERAL. The term "contribution" includ<B an11thi ng of v<Jl.u. When an organization or individual uses printed or dupli-
cated matter in a campaign attempting to in11uenee legislation, money received by such organization or individual-.for such printed or duplicated matter-Is a 
"contribution." "The term 'contribution' includes a gift, subscription, loan, advance, or deposit of money, or anything of value and includes a contract, promise, 
or agreement, whether or not legally enforceable, to make a contribution"-.§ 802 (a) of the Lobbying Act. 
(b) IF THIS REPORT IS FOR AN EMPLOYER.- (I) In G""ST<Jl. Item "D" is designed for the reporting of all receipts from which expenditures are made, 
or will be made, In connection with legislative interests. 
(ii) Receipt. of BUsineee Firm~~ and Indivi4UOZ..-A business firm (or individual) which is subject to the Lobbying Act by reason of expenditures 
which it makes in attempting to ln11uenee legislation-but which has no funds to ell:pend except those which are available In the ordinary course of oper-
ating a business not connected In any way with the ln11uencing of le!rialatlon-wlll have no receipts to report, even though It does have expenditure. 
to report. 
(iii) Receipt. of Multi-purpoae Orgcmizatione.-8ome organizations do not receive uny funds which are to be ell:pended solely for the purpose of attempt.. 
ing to Influence legislation. Such organizations make such expenditures out of a general fund raised by dues, assessments, or other contributions. The 
percentage of the general fund which Ia used for such upenditures Indicates the percentage of dues, assessments, or other contributions which may be 
considered to have been paid for that purpose. Therefore, In reporting receipts, such organizations may specify what that percentage Is, and repart 
their dues, assessments, and other contributions on that basis. However, each contributor of $500 or more is to be listed, regardless of whether the con-
tribution waa made solely for legislative purposes. 
(c) IF THIS REPORT IS FOR AN AGENT OR EMPLOYEE.-(!) In G""IIT<Jl. In the ease of many employees, all receipts will come under Items "D 6" 
(received for services) and "D 12" (expense money and reimbursements). In the absence of a clear statement ·to the contrary, it will be presumed that your 
employer is to reimburse you for all expenditures which you make In connection with legislative Interests. 
(II) EmplolfllT ae contn'butor of 1600 or more.-When )'OUr eontrlbution from your employer (In the form of salary, fee, ete.) amounts to $600 or more, 
it is not necessary to report such contribution under "D 18" and ''D 14," since the amount has already been reported under "D 5," and the name of the 
"employer" has been given under item .. B., on page 1 of this 1-eport. 
D. RECEIPTS (INCLUDING CONTRIBUTIONS AND LOANS) 
Fill in enry hlank. If the answer to any .numbered item Is "None", write "NONE" In the space following the number. 
Receipts (other than loans) 
I. $------------------------ Dues and assessments 
2. $--------------·--------- Gifts of money or anything of value 
3. $------------------------ Printed or duplicated matter received 
as a gift 
4. $------------------------ Receipts from sale of printed or dupli-
cated ma.tter 
5. $------------------------ Received for services (e. g., salary, 
fee, etc.) 
6. $=--~--=-=--=--=---=--=-=--=-- TOTAL for this Quarter (Add items 
"1" through "5") 
7. $------------------------ Received during previous Quarters of 
calendar year 
8. $--------= ------=----- TOTAL from Jan. 1 through this Quar-
ter (Add "6" and "7") 
Loam Received-"The;term 'contribution' includes a .. • loan ••• "-§ 302 (a). 
9. $------------------------ TOTAL now owed to others on account 
of loans 
10. $-------------------------Borrowed from others during this Quarter 
II. $------------------------ Repaid to others during this Quarter 
"Expense Money" and Reimbursements 
12. $------------------------ received this quarter. 
Contributors of $500 or More (from Jan. 1 through this Quarter) 
13. Have there been such contributors? 
Please answer "yea" or "no": --------------~ 
14. In the case of each contributor whose contributions (including loans) 
during the "period" from January 1 through the laat day of this Quar-
. ter, total $500 or more: 
Attach hereto plain sheets of paper, approximately the size of this page 
tabulate data under the headings "Amount" and "Name and Address of 
Contributor" ; and indicate whether the last day of the period is March 31, 
June .80, September 30, or December 31. Prepare such tabulation in accord-
ance with tlie following example: 
Amount Name and Address of Contributor 
$1,500.00 
1,785.00 
$8,285.00 
("Period'' from Jan. 1 through ----------------------• 19 ____ ) 
John Doe, 1621 Blank Bldg., New York, N. Y. 
The Roe Corporation, 2511 Doe Bldg., Chicago, nt. 
TOTAL 
NOTE o~ ITEM "E".-(a) IN GENERAL. "The term 'expenditure' Includes a payment, distribution, loan, advance, deposit, or gift of money or anything 
of value and tncludes a contract, promise, or agreement, whether or not legally enforceable, to make an expenditure"-§ 802 (b) of the Lobbying Act. 
lh\ 
1[ T¥1 8 BEROBT IS EO" AN AGENT OR EMPLOYEE. In the we of manY emploug e!l flD'Pditne' zm some ppder telephone and telegraph 
corporation, and any other organization or group of persons" by the 
lobbying law. So the "person" filing under Section 305 is any one of 
those possible units, if receiving or spending any money to influence 
legislation. Usually, but not always, the money is considered spent by 
its owner -- hence the "Form A" is usually filled out by the group 
seeking the legislation. 
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Section 308 says that "any person who shall engage himself for pay 
or for any consideration for the purpose of attempting to influence the 
passage or defeat of any legislation by the Congress ... shall, before 
doing anything in furtherance of such object, register with the Clerk of 
the House ... and the Secretary of the Senate. " 
This gave rise to the "Form B ", which is designed to elicit the 
following data asked for by Section 308: 
He shall give "his name and business address, the name and address 
of the person by whom he is employed, and in whose interest he appears, 
or works, the duration of such employment, how much he is paid, and is 
to receive, by whom he is paid or is to be paid, how much he is to be 
paid for expenses, and what expenses are to be included". 
He usually is an employee or agent, but may have a personal stake 
beyond salary or fee. 
Section 308 also requires that each per son who has so filed shall 
file financial reports every three months as long as his activity coiltin\les. 
These reports are to be "detailed" and give a list of "all money received 
and expended by him dur'ing the preceding calendar quarter in carrying 
on his work; to whom paid; for what purposes; and the names of any 
papers, periodicals, magazines, or other publications in which he has 
caused to be published any articles or editorials, and the proposed legis-
lation he is employed to support or oppose". 
"PRINCIPAL PURPOSE" PROBLEM 
One of the prize contentions between the Justice Department 
lawyers and the lawyers for organizations which are dissatisfied with 
the lobbying law or which do not think they are covered by it, is the 
meaning of Section 307 of the lobbying law. 
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Section 305 and 308 call for reports from those receiving or 
spending money for , or who are employed, to influence legislation. 
But Section 307, which is entitled "Persons to Whom Applicable", 
says that the provisions of the lobbying law cover anyone (except 
political committees) who " solicits, collects , or receives money or any 
other thing of value to be used pr incipally to aid, or the principal pur-
pose of which person is to aid ... " in influencing legislation by the 
Congress . This holds whether the "person" does these things himself 
or via agents or employees, and whether the influencing is direct or 
indirect. The words " principal purpose " and "principally" do not appear 
in Sections 305 and 308, 
Those claiming the protecti on of Section 307 claim that their 
" principal purpose " i s not to influence legislation, but to do other things. 
They are trade associations, or research firms , or commercial firms, 
or unions, etc., and therefore serve their members in many ways, of 
which attention to legislation is a minor and incidental one, they say. 
If "principal" means "more than half " or "more than any other", 
and if Section 307 was meant to restrict the list of t hose filing reports 
to only those to whom Secti on 308 says the law applies , then all groups 
and individuals whose " principal purpose " is not lobbying are exempt 
from coverage. 
But the Justice lawyers argue it differently: They say that Section 
307 does not restrict the application of the rest of the law, it supplements 
and makes explicit what i s implicit elsewhere--that it adds to the list of 
those who have t o report . They say that , " principal" does not mean "more 
than half " or " more than any other" -- it means " substantial", " not 
insignificant". 
HISTORY OF INVESTIGATION 
President Truman' s attack on lobbies during his 1948 campaign for 
re-election was followed by a demand from the International Association 
of Machinists for an investigation of lobbies . American Federation of 
Labor , Congress of Industr ial Organizations , and other groups backing 
the Truman program j oined in the call for a lobby probe . 
The new 8lst Congress then in its first month heard resolutions 
for a lobbying investigation. Sen. Kilgore introduced such a proposal 
" I I I I I' II. I' I .. 
(S Res 230.,calling for a Senate Judiciary Committee probe. 
In March, Rep. Buchanan introduced two resolutions, one calling 
for a joint House-Senate investigation. A deluge of more than 9,000 
letters condemning rent control largely motivated his proposal of one 
of the plans, Buchanan said. 
Subsequently other resolutions, including two more by Buchanan, 
were introduced and had committee consideration. The House approved 
a joint investigation in May. After failure of Senate to approve the 
resolution, the House, August 12, approved H Res 298 calling for an 
investigation by a House Committee alone. 
FUNDS FOR COMMITTEE 
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Speaker Sam Rayburn named the seven-man committee with Buchanan 
as chairman. A week later the House approved a $40,000 appropriation 
for the committee. 
An additional $45,000 for the Buchanan committee was authorized 
March 23 in passage of H Res 502. 
An altered form of the Buchanan resolution was reported by the 
Senate Rules Committee, but three times before Congress adjourned, the 
proposal was passed over on a call of the consent calendar. 
The involved maneuvering necessary to get the House investigation 
approved indicated important elements in both houses were not completely 
behind the idea . Several legislators said that the provision for probing 
governmental lobbying as well as that of private groups had to be added 
in the House Rules Committee to get Republican support necessary to 
send the measure to the floor. 
WHO'S ON THE COMMITTEE? 
Members of the House Select Committee on Lobbying are: 
Reps. Frank Buchanan, chairman, 
Henderson L. Lanham 
Carl Albert 
Clyde Doyle 
Clarence J. Brown 
Charles A. Halleck 
Joseph P. O'Hara 
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1949 CQ Log, pages 1297-1304, carried an analysis of the Committee 
members which concluded that although the probe originally was called 
for by unions ,that the group's actions are not likely to be dominated by 
labor. 
Four of the Committee members, for instance, voted for Taft-Hartley 
enactment. They are : Albert , Brown, Halleck, and O'Hara. 
Two of the Committee members, Halleck and Brown, frequently 
have stressed the need for looking into activities of governmental lobbyists. 
NATURE OF INVESTIGATION 
Chairman Buchanan in a t a lk at the National Press Club outlined 
plans for the probe. (In this address Buchanan voiced praise for Con-
gressional Quarterly, declaring it is doing an " admirable job" of recording 
lobby activities). 
Discounting the possibility of " sensational newsbreaks" coming out 
of the probe , Buchanan said the Committee will not attempt broad coverage 
of all areas of lobby activity , but w ill use the " spot check" method to 
stu:dy typical lobbies. Pressure activity in the "twilight zone" of the 
present law will get special attention, he said. This includes lawyer-
client relationships and officers of corporations who do part-time lobbying. 
The Committee hopes to do an exhaustive and objective job of fact 
finding and to come up with an improved registration act . 
The committee is not aiming at " anti-Administration lobbies" or 
trying to "brush off government lobbies", stated the committee chairman. 
He defended lobbying as "necessary and essential" and said " expert 
opinion on both side s of the street " is needed to inform Congress and 
the press. 
The hearings may reveal what is " proper and improper" lobbying, 
Buchanan said. 
SAFEGUARDS FOR WITNESSES 
The rights and reputation of witnesses before the House lobby 
Probe Committee and others will be safeguarded by adherence to suggested 
:rules laid down in the Holifield resolution on committee hearings. 
Holifield's resolution would set up standards for "fair" procedure 
in all House and Senate Committees. 
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No person would be compelled, by subpena, to testify or praduce 
documents unless a committee majority approves issuance of the subpena, 
nor would anyone be forced to testify at a secret hearing unless the 
majority finds it in the public interest. However, the witness or custodian 
of the document could claim that a secret meeting is required by the public 
interest and secure it if a majority so rules. A witness could be held in 
contempt for refusing to obey a subpena, only by vote of a majority of 
those members . present at a meeting for which notice has been given all 
its members. 
Witnesses at secret hearings would not have to testify unless at 
least two committee members and the interrogator are present. 
Witnesses would be entitled, at cost, to a stenographic transcript, 
which would have to be taken at public hearings and might be taken at 
secret ones. 
All witnesses would be entitled to "full and fair" presentation, to 
aid and advice of counsel, and other aid necessary to protect their rights. 
They would also be entitled to make either an oral statement or file a 
sworn one, at their own option, at the end of the testimony, which would 
become part of the record. Such statements would have to be relevant. 
Witnesses would have to be advised of their constitutional rights against 
self-incrimination and divulgence of confidential communications protected 
by law. 
Anyone could present a written motion and oral argument, via 
counsel, claiming a privilege not to testify or not to answer a question 
while testifying. 
Witnesses would be permitted to interrogate other witnesses who 
comment on their testimony via written notes handed to the committee 
chairman. The chairman would have the power to refuse to use irrelevant 
or obstructive queries. 
Anyone who believes testimony or other evidence at public hearings 
tends to defame him or otherwise hurt his reputation would be permitted 
the right to file a sworn statement, to testify personally in his own behalf, 
to have the committee secure up to four witnesses in his behalf and to 
' I I l I 
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examine these witnesses personally or through counsel, and to have the 
committee cause the appearance of those witnesses who testified against 
him and to cross -examine them for not more than one hour each, again 
personally or through counsel, But a petition asking for the rights of 
defense against hostile evidence would have to be filed witin 30 days 
of the damaging hearing. The petitioner would have to swear he is not 
trying to delay the committee but to clear his name. Within l 0 days of 
receiving the petition, the committee would fix a place and time, within 
30 days of receipt, for the testimony or cross-examination and would 
have the requested witnesses on hand. 
Evidence at hearings would have to be relevant to the subject, as 
far as possible. 
A committee would not publish or file any report, interim or final, 
except by approval of a majority voting at a properly called meeting. 
Neither a committee, its members, counsel, employees or agents shall 
publish or file statements or reports alleging misconduct or other adverse 
comment on anyone until after notification of that person and a reasonable 
time for him to deny , defend or explain his conduct. Even then, it would 
take approval of the committee, after notice of its members, to release 
such a report. 
No committee member, counsel, employee or agent would be per-
mitted to write, speak or lecture about the committee's purposes, pro-
cedures, accomplishments or reports, for compensation. 
FOUR COURT ACTIONS 
Two out of three prosecutions -- sought under the lobby law 
are still pending. They are: 
l. Action against a group including two state agriculture com-
missioners, a member of a New York brokerage firm, 
National Farm Committee. The Justice Department charged 
the individuals were personally interested in the commodity 
market and tried to influence 1948 farm legislation. 
2. The indictment of ex-Rep. Roger Slaugher on charges of 
failure to register as a lobbyist in connection also with 
1948 farm legislation. Slaughter maintains he acted as 
counsel, not lobbyist, for a group of grain association members. 
,I I I ' I I ' ' d I II I 
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In the third case, an indictment against the U. S. Savings and 
Loan League on a charge of failure to file expense statements under the 
lobby law was dismissed by U. S. District Court in Washington. 
A civil suit brought by the National Association of Manufacturers 
attacking the constitutionality of the lobby law also is still pending . 
OTHER LOBBY PROBES 
Congress has launched major investigations into lobbying three 
times since 1900 . 
Historical details and "lessons " from, the earlier probes are 
related in an article by Dr. Edgar Lane, instructor in politics at 
Princeton University which is documented with citations to Congressional 
Records , contemporary historical works and articles, and committee reports . 
EARLY PROBES " CONFUSED" 
Accompalishments of the three lobby probes " yielded valuable infor-
mation on pres sure operations , but at the same time they were in most 
cases models of confused purposes, inadequate planning, poor procedure, 
and wasted opportunity . Their primary value is that they demonstrate 
graphically the errors of omission and commission which can so easily 
blunt the impact of any congressional effort in this area," wrote the · 
Princeton instructor. 
Lobbying had been going strong long before the 1913 investigation. 
" The history of the latter half of the nineteenth century is dotted 
with frequent cases of corrupt lobbying and subsequent congressional 
investigations, " said Lane . 
A 1907 book on American legislative methods he cited indicated 
outright bribery was not uncommon in the 1870's and 80's, and said 
buying congressmen for the smallest sum was often "the acme of am-
bition to the successful lobbyist " . 
By 1913 lobby met hods had changed , reports Lane: " Pressure 
group representatives and public relations experts have largely replaced 
the lobbyist of an earlier era." 
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Spark for the first pressures investigation was President Wilson's 
charge on the "tariff lobby", opposing the Administration's Underwood 
tariff bill. 
WILSON'S CHARGE 
"Washington has seldom seen so numerous, so industrious, or so 
insidious a body. The newspapers are being filled with advertisements 
calculated to mislead the judgment not only of public men, but also the 
public opinion of the -country itself. There is every evidence that money 
without limit is being spent to sustain this lobby and to create an appear-
ance of a pressure of public opinion antaganistic to some of the chief items 
of the tar iff. " 
After Wilson's statement May 27, 1913, both houses of Congress 
launched lobby investigations. 
The Senate committee's probe Ksuffered from a failure to focus 
on any central theme," said Lane. "Even more unfortuhate ", he com-
mented, was the committee's failure to present a report of its findings. 
"The committee found that the Beet Sugar Growers Association 
and the Wholesale Grocers Association had each raised and spent over 
$500,000 in their efforts to influence the passage of the Underwood tariff." 
Further findings, Lane wrote, were that 1,525,000 pieces of literature 
for and against the tariff issued had been mailed "under the frank opinions of 
friendly Members of Congress. Recalcitrant Members had been threatened 
with political reprisals, and deliberately falsified statistics had been 
righteously submitted to congressional committees." 
A more valuable service was provided by the House probers, said 
Lane, because the hearings were confined to the original charges and the 
committee is sued a report K still notable for its balance and prophetic in-
sight." 
1913 LOBBY TECHNIQUES 
In a report printed in the Record of the 63d Congress, the committee 
found that the National Association of Manufacturers was "An organization 
having purposes and aspirations along industrial, commercial, political, 
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educational, and other lines, so vast and far r~aching as to excite ... 
admiration for the genius which conceived them and fear for the effects 
which the successful accomplishment of all these ambitions might have 
in a government such as ours." 
Although Lane reported the committee found instances in which 
representatives " had attempted to prevent legislation by striving to induce 
congressmen to remain away" from the chamber during voting and that the 
chiefphase was employed, "the most tangible contribution of the report, 
however, consisted in the light which it threw on the methods by which 
they had sought to obtain its objectives. 
" . the NAM placed far heavier reliance on more subtle and 
tangential avenues of approach, " said Land. Such "avenues" the committee 
found, were , according to Lane ' s description: "contributed through its 
agents" to election of " properly disposed" candidates; "carried on a 
disguised propaganda campaign through newspapers , publicists, speakers, 
and literature in schools, colleges, and civic organizations throughout the 
country"; and promoted worker alliances "for use in the opposing prolabor 
congressional candidates". 
"CHARGED" PUBLIC OPINION 
But "there was a notable absence of the wide spread and systematic 
bribery which had disgraced Congresses in the past" , wrote Lane. " if the 
report proved only that outright corruption was no longer a principal in-
strument of the lobby, it had served an important purpose." 
Lane said the report recognized uthat the deliberate creation of a 
charged public opinion and a consequent coercion through propaganda 
were the important means by which the new lobby operated" . 
Chairman of the Upper Chamber ' s committee, Sen. Overman, had 
a similar conclusion, saying lobbying involved less personal appeals to 
law-makers than it did " the newer form of organized activity to mold 
public sentiment and to influence Senators by means of public pressure 
from various sources ". 
Despite the sensation created by the 1913 probe, lobbying activity 
became steadily more intense, according to Lane . An increase of 
economic groups and associations added to the war-stimulated develop-
ment of propaganda methods heightened pressuring during the 1920's. 
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Lobbying again came into the limelight in 1927 durin~ opposition 
of individuals and organizations to the federal estate tax. a bill for 
regulation and reporting of lobby activities passed the Senate in 1928, 
but died in the House Judiciary Committee. 
"Secret Session" LOBBYING 
Controversy broke out again during 1929 hearings on the Smoot-
Hawley tariff bill when Senator Harrison read into the Congressional 
Record a Hearst news story charging a top lobbyist "sat in the secret 
sessions" at the tariff hearings. 
A subcommittee headed by Senator Caraway heard 92 witnesses in 
hearings lasting till November . 1931, and filling 5,000 pages, and found 
"massive proof" of the charges against Bingham . . The "lobbying" worked 
this way, Lane said: 
"The Senate had sought expert aid on tariff questions, and the 
president of the Connecticut Manufacturers Association had supplied 
Mr. Evanson to provide it. Evanson continued to draw his private salary 
but at the same time accepted employment as a clerk to Senator Bingham. 
He returned his government salary to the Senator, who, in turn, forwarded 
the money to the permanent clerk who had been dismissed to make room 
for Evanson' s appointment." 
Other reports into general lobby activities spotlighted individuals 
and organizations, detailed money spent and received, methods of 
pressure used, and legislation the lobbies sought or opposed. 
PROBE EVALUATED 
However , the Caraway committee failed to o;r ganize or evaluate 
its data, made no final general report nor "proposed any correctives 
for the abuses which i t had found". 
Faults found in the Caraway investigation were: " Political 
antagonisms " within the committee and over -extended period of inve sti-
gation. 
Further , Lane sai d Caraway "did not treat political pressure as 
an inevitable concommitant of economic development, nor did he recog-
nize that this pressure was effecting vast changes in the representative 
system. Rather he believed that lobbyists were greedy and dishonest 
and that 90 per cent of the associations in Washington were what he 
called fake organizations. " 
UTILITY LOBBY 
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The next lobby probe , grew out of controversy over the Wheeler-
Rayburn b i ll to regulate public utility holding companies. 
The House Rules Committee, after an investigat ion, reported that 
there had been a widespread and well-organized campaign against the 
Holding Company Act. It scored as " arrogant" the admission of the 
Associated Gas & Electric Co. that his Company spent $900 , 000 trying 
to defeat the "death sentence" for utilities. The committee said the cam- . 
paign appeared excessive, but raised no question on the ethi cs of such 
use of investors ' money , commented 'i...ane . 
The Senate investigators; "carefully documented evidence on the 
utilities' campaign to defeat the Wheeler -Rayburn bill " was an important 
factor in the House approval of the "death sentence " clause in only 
slightly modified form. 
Senator Black, heading the committee , submitted statements from 
telegraph office managers in 20 towns indicating that of 31,580 telegrams 
sent to Washington on the Holding Company Act, all but 13 were filed 
and paid for by utility company agents, " almost invariably without the 
consent of the person whose name was used", said Lane . An "abundance 
of comparable evidence" was shown on other phases of the utility cam-
paign. 
LACKED " NEW INSIGHT" 
Alleging shortcomings in the committee investigation, Lane said 
the group "developed a fairly full p icture of a particularly intensive 
pressure campaign, but it left untapped a great part of the broad investi-
gatory power which it had been granted. It failed to give an essentially 
new insight i nto either the methods or significance of organized group 
action. " 
Dr . Lane , commenting on the Buchanan Commit tee , said: 
"Its primary task is to find democratic solutions for the problem 
of political pressure .~ 
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ANALYSIS OF THE LOBBYING ACT 
A. DEFINITIONS 
The definitions set forth below are of the greatest importance to 
any discussion of the Lobbying Act, and they have been the subject of 
careful study: 
"Person" is defined in the act to include "an individual, partner-
ship, committee, association, corporation, and any other organization or 
group of persons." This broad definition is essential. Investigation 
has shown that most of the business of attempting to influence legislation 
is carried on by groups rather than by individuals. Any statute which 
attempted to deal with the problem in terms of the individual lobbyist 
would reach only a small part of lobbying activities . Compliance by 
groups is basic to any effective reporting statute . in this field. 
"Expenditure" is defined to include "a payment, distribution, loan, 
advance, deposit, or gift of money or anything of value, and includes a 
contract, promise, or agreement, whether or not legally enforceable, to 
make an expenditure." Here again the language is all-inclusive and 
properly so. Generally one would think of expenditures for legislative interests 
to be expenditures of money, but it is obvious that any definition of 
expenditures restricted to money would leave an important loophole in 
the act. Similarly, the inclusion of loans as expenditures was wise in 
that it forestalls a possible means of evading the act. 
"Contribution" is defined to include a "gift, subscription, loan, 
advance, or deposit of money or anything of value and includes a con-
tract, promise, or agre·ement, whether or not legally enforceable, to 
make a contribution. Here again the broad language is necessary to 
prevent evasion through the receipt of contributions in forms other than 
money. For this reason the inclusion of the phrase "or anything of 
value" is necessary and desirable. It should be noted that a contribu-
tion does not change its character merely because one of the parties 
involved chooses to call it something else. 
"Legislation" is defined in the Lobbying Act to include not only 
"bills, resolutions, amendments, nominations, and any other matters 
pending or proposed in either House of Congress" but also '1any other 
matter which may be the subject of action by either house." This 
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of coverage is essential in order to prevent evasion. If the definition 
-were limited to matters "pending or proposed" , lobbying organizations 
would find it easy to evade the Lobbying Act. A lobbying organization 
which did not des i re to report on its activities could state , in all of its 
pamphlets and letters , that the organizati on took no stand as to existing 
stat utes or as to pending or proposed bills, and that the organization 
was dealing only w ith matters which "may be " the subject of congressional 
action. By employing a degree of circumlocution in its letters and pam-
phlets, such an organization could keep i tself outs ide the scope of the 
Lobbying Act. Thus mass pamphleteering , one of the most effective of 
all lobbying activities , could escape the reporti ng requirements of the act . 
" Engage " - Comprehension of the statute as a whole requires 
understanding of two other terms used in the act. The word " engage" 
means " to involve oneself, " "to occupy, " and, on occasion, "to hire. " ( 13) 
It does not import that a person must be in the employ of another. ( 14) 
"For any consideration" - The phrase " for any consideration" 
has been judicially construed to mean "for any motive " or " for any 
cause. .. ( 15) 
B. THE LOBBYING ACT DOES NOT .A-PPLY TO 
ACTIVITIES WHICH ARE INCONSEQUENTIAL 
FINANCIALLY 
Some lobbyi ng organi zations, anxious to avoid disclosure of the 
sources of their financial support , have attempted t o reduce the Lobbying 
Act to an absurdity by contendi ng that sections 3 0$ and 308 require that 
a quarterly financial report be filed by a person whose only expenditure 
to influence legi slation is the purchase of a 3-cent stamp to affix to a 
letter addressed to a Member of Congress . Thi s is simply not true. 
The well recogni zed doctrine of "de minimis non curat lex" governs 
(13) Webster's New International Dictionary, second edition. 
( 14) 14 Words & Phrases , 592 
( 15) 3 Words & Phrases 563 
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such situations. ( 16) By reason of this doctrine, no absurdity can arise. 
If the activity of an organi zat ion or individual, in attempting to influence 
legislation , is so inconsequential financially that such organization neither 
receives nor expen ds as much as $ l 00 in a calendar year, the Lobbying 
Act would not apply and no reports need be filed. It is certain that 
neither the Congress nor the Department of Justice would ever consider 
that the Lobbying Act was applicable to a situation so inconsequential 
£inane ia ll y. 
C. THE PRESENT LOBBYING ACT DOES NOT REGULATE 
The Federal Lobbying Act was enacted as a part of the Legisla-
tive Rear gani zation Act of 1946 , ( 17) an act which also included con-
solidation and simplification of the congressional committee structure, 
the establishment of professional staffing for committees, the expansion 
of the Legislative Reference Service, and many other innovations which 
have been the subject of favorable comment by Congress, political 
scientists, and the press . 
The Lobbying Act does not regulate lobbying in any way, but merely 
requires public disclosure of lobbying activities and the identity of those 
who finance efforts to influence legislation. The United States Chamber 
of Commerce recognized this when they said: 
" While the new law i s called the Regulation of Lobbying Act, 
it does not regul ate lobbying. It establishes requirements for 
registration and provides for public disclosure of activities of 
those engaged in lobbying." ( 18) 
(I 6) " The law is not concerned with trifles~ " This doctrine is applicable to criminal as well 
as civil statutes. See U!}ited States v. Hocking Valley Ry, Co., 194 Fed. 234, N.D. Ohio (19Il). On the 
subject of de minimis see also Bristol-Myers Co. v. Lit Bros., 336 Pa. 8I, 6 A. 2d 843 (1949); National 
Labor Relations Board v. Cowell Portland Cement Co., 108 F. 2d 198, C. C. A. 9th (1939); and Wilson v. 
Kable, 177 Va. 668 , 15 S.E . 2d 56 (1941). 
(I7) The Lobbying Act constituted title III of the Legislative Reorganization Act (6o Stat. 839, 
2 U.s. c. ch. SA). 
(I 8) Memorandum of the Chamber of Commerce of the United States entitled "Federal 
Regulation of Lobbying Act; •• dated August 28 , I946. 
I " I I . I Ill ' II' .II I I 
Certain aspects of the Lobbying Act have been the subject of 
considerable discussion, but the act presents no great difficulty when 
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an honest effort is made to arrive at a sensible over-all construction. 
The success of the report form of March 31, 1950, which is predicated 
on this basis, is an indication of the basic soundness of the act and of 
the pointlessness of attempting to establish a differentiation between the 
reporting sections of the act (§§ 305 and 308). 
The Federal Lobbying Act requires reports of receipts and ex-
penditures in connection with attempts made, directly or indirectly , to 
influence legislation. · The preliminary report (registration) serves as a 
notice that a particular organization or individual intends thereafter to 
file quarterly reports. The quarterly reports indicate the identity of 
£inane ial backers , the extent of the i r support , the dis posit ion of funds 
to influence legislation, and the extent to which the printed word has 
been used by the organization or individual in attempting to influence 
legislation. The requirements of the statute are set forth in detail in 
the report form. 
The report form on which compliance with all reporting require-
ments of the act can be accomplished is printed as exhibit A. 
The ne~essity for using the official report form. -- From time 
to time , various types of holographic wills have been probated. The 
list would include wills prepared on various materials other than paper, 
and setting forth provisions in clumsy and disorderly fashion . This is 
all very well in the case of wills but, in the case of reports filed 
pursuant to the Lobbying Act , a different standard of preparation is 
necessary. For one thing, it is required that such reports be published 
in the Congressional Record ( § 308b). If this statutory mandate is to be 
obeyed in a reasonable time , without undue expense, and in a manner 
which will be coherent and meaningful to t he Members of Congress and 
others who read such reports as published, then it is essential that all 
such reports be prepared on the form issued by the officials having the 
responsibility for publishing such reports in the Record ; viz, the Clerk 
of the House and the Secretary of the Senate. Furthermore, it is re-
quired that the reports be "open to public inspection" (§ 306-b). If 
this statutory mandate is to be obeyed in such a manner that the reports 
can be intelligently appraised by Members of Congress , the press, and 
t he general public , then it is essential that all reports be prepared on 
the same report form. 
34 
Avoidance of incorporation by reference. -- It has been noted 
that some persons, in filling out the items on the report form, do not 
give the required information, but instead make reference to the fact 
that they have furnished informa:tion in a previous ''preliminary" or 
"quarterly" report. Such persons are thereby failing to accomplish 
compliance with the reporting requirements of the Lobbying Act. Each 
report must be independent of the previous reports . This is absolutely 
necessary for the same reasons set forth in the preceding paragraph; 
viz, the requirement that the reports be published in the Congressional 
Record and the requirement that the reports be "open to public inspection." 
No organization or individual should ever file a quarterly report 
indicating: 
{a) That no interest has been manifested in any matter which 
may be the subject of action by Congress or 
{b) That there have been neither receipts nor expenditures during 
the quarter. 
Such a filing is self-contradictory, because the act does not require filings 
by any organizations or individuals except those which receive or expend 
something of value for activities in connection with matters which may 
be the subject of action by Congress. 
D. SOURCES FROM WHICH LOBBYING ACT WAS DRAWN 
Four important facts should be kept in mind in order to gain a 
proper understanding of the Lobbying Act: 
{ 1) The requirements of the two reporting sections of the act 
{sections 305 and 308) have concurrent applicability and 
virtually the · same reporting requirements. 
{2) The Lobbying Act is not applicable to organizations and 
individuals whose receipts and expenditures are incon-:-
sequential financially. 
{ 3) Organizations and individuals are required to report 
receipts and expenditures in connection with legislative 
interests , regardless of the nature and extent of their 
nonlegislative activities--even where the v.ery great bulk 
of their activity is nonlegislative. 
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( 4) When the language of section 307 is read as it is (without 
preconce ived notions and without attempting to employ the 
head-note to confuse the issue), it will be seen that section 
307 broadens and amplifies the coverage of section 305 , and 
does not limit or restrict it. Furthermore , this construction 
is supported by the legislative history of the act. (19) 
The Federal Lobbying Act was patterned after a bill considered 
in the Seventy-fourth Congress--a bill which required reports on 
legislative activities by pressure groups . This measure is referred 
to as "broad combination " bill in this report. Cons i deration of it re-
quires discussion of its predecessors which are referred to as " narrow 
combination " bill, "Senate" bill , and "House" bill in this report. "Broad 
combination" bill was defeated by the House of Representatives on June 
17, 1936. It was a conference committee amendment of the .. narrow 
combination" bill. 
CONSTITUTIONALITY OF THE FEDERAL LOBBYING 
ACT 
The constitutionality of section 308 of the Federal Lobbying Act 
was sustained in a recent Federal court decision . The court ' s opinion 
included the following language: 
" ,~ * >:• The section does not abridge constitutionally 
guaranteed privileges (freedom of speech, press , petition, 
etc.) since it leaves everyone free to exercise those rights, 
calling upon h im only to say for whom he is speaking , who 
pays him, how much , and the scope in general of his activity 
with regard to legislation. This , the Congress should and , in 
the court 's opinion , does have the right to demand." 
(19) For an extensive treatment of the legislative history , see Futor, "An Analysis of the 
Federal Lobbying Act," 10 Federal Bar Journal 366 -390. Much was found that is very sound in the 
article, which contains useful suggestions i. r: ·a report form, on the meaning of the language used in the 
act , and on the sources from which the act was drawn. This article in a revised form w.as insetted in 
the Congressional Record on March 28 , 1950. (96 Congressional Record A 2282-89). 
I I I ~I . l I 
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The court found that the language of section 308 is sufficiently 
clear and definite to be upheld, and this decision strongly supports 
the constitutioi?-ality of comparable language in sections 3 05 and 307. ( 20) 
The court's decision was also based, necessarily, on a holding that the 
definition of "legislation" contained in the statute is sufficiently clear 
and definite to be constitutiona. ( 21) 
For many years, a large number: of States have had statutes re-
quiring registration by those attempting to influence legislation, and no 
one of these statutes has ever been held unconstitutional on substantive 
grounds. In Campbell v. Commonwealth (229 Ky. 264, 272; 17 S.W. 2d 
227, 230 ( 1939) ) for example, the Kentucky statute was held constitu-
tional in the following language: 
"* * * The Bill of Rights declares it to be an inherent 
and inalienable right of all men to apply to those invested 
with the power of government for all proper purposes by 
petition, address , or remonstrance. There is no' attempt in 
this law to restrict the legitimate exercise of that right ~ .. ~ .. *· 
~ .. * >:< To protect its members , and for its own information, 
the legislature undoubtedly had the right to require the registra-
tion of special interests and to regulate theh activities * ~,< ,.,. " 
The Federal Corrupt Practices Act--on which the Federal 
Regulation of Lobbying Act was patterned--has also been held consti-
tutional. Burroughs v. United States ( 29 0 U.S. 534 ( 1934) ). See also 
(20) Section 308 of the act contains the following phrase: "* * * attempting to influence the 
passage or defeat of any legislation by the Congress • • • ; " In section 305 there is incorporated by ref-
erence the following phrase from section 307: "* * • to aid in the accomplishment of any of the following 
purposes: • * * To influence, directly or indirectly, the passage or defeat of any legislation by the 
Congress * • * 
(21) The word "legislation;" as used in the statute, is defined in section 302 .(e) as follows: 
"The term legislation means bills, resolutions, amendments, nominations, and other matters pending 
or proposed in either House of Congress, . and includes any other matter which may be the subject 
of action by either House~ •• 
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Ex parte Yarbrough ( 110 U.S . 6 51 ( 1884) ). The problems that arise in 
applying the Lobbying Act to concrete situations cannot be said to be 
more difficult than those which arise in applying the Corrupt Practices 
Act . ( 22) 
APPLICATION OF THE LOBBYING ACT 
The Lobbying Act requires reports of receipts and expenditures 
in connection with attempts made, directly or indirectly , to influence 
legislation. The act does not durb or regulate such activity in any 
manner whatsoever. It merely requires that those who engage in this 
activity disclose certain information to Congress and to the public. (23) 
The following discussion of the applicability of the act to specific types 
of activity and specific classes of organizations and individuals is pre-
sented in an effort to assist those who are required to comply with its 
provisions. 
A. PAMPHLETEERrnG 
The distribution of pamphlets to achieve legislative purposes (24) 
probably involves the spending of more money than is spent in connection 
with any other activity related to the influencing of legislation. 
(22) § 3o6 of the Corrupt Practices Act requires the filing of a statement by any person who 
expends more than $50 (other than by contribution to a political committee) to influence elections in two 
or more states. This makes it necessary to determine whether ·a given activity is such an activity . as would 
influence · elections. Suppose that candidates in two states have b~me associated in the public mind with 
a bill which bears their name, and suppose that--during the campaign period--a person expends large sums 
of money in the two states to circulate pamphlets attacking such bill, but without referring to the elections., 
would this be activity in · influencing elections which would require such person to file a statement of his 
expenditures pursuant to § 306 of the Corrupt Practices Act? The fact that such a problem could arise did 
not deter the courts from holding that the Corrupt Practices Act : was constitutional, nor should it deter the 
courts from holding similarly with respect to the Lobbying Act. 
(23) See Senate Report 1400, 79th Cong., 2d sess. 
(24) For details as to expenditures of this character by 173 business corporations as reported 
in response to a questionnaire letter , see the report , Expenditures by Corporations to Influence Legislation. 
H. Rept. 3137, 81st Cong., 2d sess. 
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The extent to which pamphleteering can be used as a means of 
influencing legislation is shown by a pamphlet entitled "Needed Now--
Capacity for Leadership, Courage to Lead," distributed by the Committee 
for Constitutional Government. It is one of the most candid documents 
CCG has published. It deprecates the value of the older lobbying techniques 
as "noisy delegations ~~ * ,~ which button-hole legislators," as "stunts 
which attract some popular attention but persuade no Congressmen." 
This booklet makes the following simple but profoundly true statement: 
"The place to persuade Congressmen is back home ." 
In keeping with this maxim, this one lobbying group, in a 7 -year 
period, sent out: 
Eighty-Two million pieces of literature--booklets, pamphlets, 
reprints of editorials and articles, specially addressed letters, 
and 760,000 books. 
More than 10,000 transcriptions, carrying ' 15-minute radio 
talks on national issues, besides frequent national hook-ups for 
representatives of the committee. 
Three hundred and fifty thousand teleg;rams to citizens to 
arouse them to action on great issues. 
Many thousands of releases to daily and weekly newspapers 
--full-page advertisements in 536 different newspapers with a 
combined circulation of nearly 20,000,000. ( 25) 
Whether a contributor gives money directly to an organization 
(which money can be used for pamphleteering), or whether he pays the 
printer's bill and contributes the printed or duplicated matter to the 
organization, amounts to the same thing . A contribution includes "* >:C ~~ 
anything of value * >:< "'' • " However, or gartizationl which, in the course 
of attempting to influence the passage or defeat of legislation, engage in 
pamphleteering campaigns, have employed variou's and sometimes devious 
bookkeeping methods: 
1. The money received from the contributor is sometimes 
placed in the general fund, and pamphleteering expen-
(25) Needed Now--Capacity for Leadership, Courage to Lead, 
ditures are made out of such fund. The pamphlets, etc., 
are distributed as the lobbying group desires. 
2. The money received from the contributor is earmarked 
for pamphleteering, and an appropriate number of pamphlets 
are forwarded to such contributor. ( 26) 
3. The money received from the contributor is earmarked for 
pamphleteering, as in 2 above, but distribution is made by 
the lobbying group to persons designated by the contributor. 
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Expenditures for pamphleteering are covered by the present Lobbying 
Act, and it is essential that they be covered, in view of the prominent 
place this type of activity occupies in the field of influencing legislation. 
B. TRADE ASSOCIATIONS, CHAMBERS OF COMMERCE, LABOR UNIONS, 
AND OTHER MULTIPURPOSE ORGANIZATIONS 
These organizations are almost always multipurpose m character; 
that is, they perform many functions for their members. Expending 
money to influence legislation is often one of these functions. In addition 
to pamphleteering, organizations of this character frequently employ in-
dividual legislative representatives. These representatives obtain informa-
tion necessary to the furthering of a legislative program, maintain liaison 
with organizations having similar aims, and contact Members of Congress 
to pre sent facts and endeavor to obtain support for the organization's 
legislative aims. 
The central headquarters of organizations of this type, whether 
located in Washington or elsewhere, gather information of interest to 
their members, in regard to legislation. Frequently they direct campaigns 
to spur activity on issues. In some cases, it is tacitly understood that 
the members will take action on receipt of information from central 
headquarters, without any prodding from headquarters. In other cases, 
(26) (This method of bookkeeping has distinct advantages for the lobbying group, If the 
contributor's money is placed in the general fund, and pamphleteering expenditures are made out of such 
fund, then the organization must bear the cost of addressing the publications to the individual recipients 
and must bear the cost of the postage. But if the money received from the contributor is earmarked for 
pamphleteering, and ·an appropriate number of pamphlets are forwarded to the contributor, the contributor 
bears the cost of addressing the publications to the individual recipients and must bear the cost of the 
postage.) 
40 
the headquarters sends communications to the membership in general, 
urging them to write or wire Congress ; and remainders are sent to "key" 
members who are particular fr iends of specific Senators or Congressmen. 
From the analy sis of the Lobbying Act given above, it will be seen 
that organizations of t his type should register and file reports pursuant 
to the act. Where legislative and nonlegislative functions of the organiza-
tion are inextricably intertwined (as in expenditures for office overhead, 
publications containing both legi slative and non-legislative items, etc.) the 
amounts spent can be reported on an allocated basis, giving the percentage 
of the total e x penditures estimated to be for legislative purposes under 
each of the items on the report form. Receipts of multi-purpose or ganiza-
tions can be reported in simi lar fashion. 
Some organizations do not receive any funds which are to be expended 
s olely for the purpose of influencing legislation. Such organizations make 
their legislative expenditures out of a general fund raised by dues, assess-
ments, or other contributions. The percentage of the general fund which 
is used for such expenditures indicates the percentage of dues, assess-
ments , or other contr ibutions which may be considered to have been paid 
for that purpose . Therefore, in reporting receipts such organizations may 
specify what that percentage is , and report their dues, assessments, and 
other contributions on that basis . However , each contributor of $5000 or 
more should be listed , regardless of whether the contribution was made 
solely for legislative purposes . 
Many of the functions performed on a national scale by the central 
headquarters are performed on a local scale by State and local affiliates 
chapters , associations , etc. In addition to their nonlegislative functions, 
t h ese local organizations also engage in the distribution of printed or 
duplicated matter, spur members to action, and finance trips to Washington 
by their delegates or agents. 
Where the legislative activities of such State and local groups, 
meet the tests of applicability heretofore stated, reports should be filed 
by these groups. 
C. BUSINESS FIRMS 
Many business firms e x pend substantial sums of money in order 
to influence legislati on, and some file reports of such activity under the 
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Federal Lobbying Act. (27) The tests to determine whether the Lobbying 
Act applies heretofore discussed are equally applicable to business firms. 
( 28) 
Actually, expenditures of this kind by business concerns have in-
creased significantly in recent years. Where a generation ago, the 
heaviest lobbying expenditures by business organizations consisted of 
contributions to trade groups of various kinds, the new emphasis is on 
contributions to "cause" groups--"institutes," "foundations," and the like--
and on direct expenditures for pamphleteering and other legislative acti-
vities by the business concerns themselves . Under these circumstances, 
the Lobbying Act requires full disclosure of all such expenditures. It is 
meaningless to require disclosure by pressure groups alone when the same 
principle is not extended to other persons and groups engaging in the same 
activities. The realities of modern lobbying dema~d more rather than less 
disclosure if the needed level of public information is to be secured. 
D. PERSONS HAVING BOTH LEGISLATIVE AND NONLEGISLA TIVE 
DUTIES 
Investigations have shown that only a relatively small part of the 
business of influencing legislation is done by individuals spending their 
full time on such work. It would appear that most of it is done by in-
dividuals whose jobs require that they perform nonlegislative as well as 
legislative functions. They receive no "extra" compensation for their 
' nonlegislative work; just as they receive no "extra" compensation for 
their legislative work. They receive compensation in a lump sum for all 
of their services. 
(27) E.g. Atlantic Refining Co., the Best Foods, Inc., Eastern Steamship lines, Inc., General 
Electric Co. Harnischfeger Corp •• Johns-Manville Corp., Revere Copper & Brass, Inc. 
(28) The instruction sheet issued by the Secretary of the Senate and the Clerk of the House 
for use by groups filing reports under the Lobbying Act contains the following statement about business 
firms: 
"Receipts of business firms and individuals. --A business firm which is subject to the Lobbying 
Act by reason of the expenditures which it makes in attempting to influence legislation, but which has 
no funds to expend except those which are available in the ordinary course of operating a business not 
connected in any way with the influencing of legislation, will have no receipts to report, even though 
it does have expenditures to report ~ " 
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The mere fact that such an individual also performs other types 
of duty does not immunize him from the reporting requirements of the 
Lobbying Act. In any such case, it is well to consider whether such an 
individual would be relieved of his position if he failed to carry on his 
work in connection with legislative interests . 
If, in a particular case, t he work in connection with legislative 
interests is inextricably bound up with work of other types, so that an 
individual considers it impossible to estimate what the compensation is 
for each type, such i ndividual should report the full amount "received for 
services." If it is possible to estimate what percentage of the compensa-
tion was received for work in connection with legislative interests, such 
percentage and such compensation should be reported. It should be kept 
in mind that a calculation made on an hourly basis i s not necessarily 
appropriate in this circumstance . A very large part of the value of an 
agent, employee , or corporation officer very often consists of his skill 
in the work of attempting, directly or indirectly, to influence the passa.ge 
or defeat of legislation , even though such employee devotes a relatively 
small number of hours to such tasks. 
E . ATTORNEYS 
No special prov1s10n including or exempting attorneys is contained 
in the Lobbying Act, and it does not seem that any such provision is 
desirable. Applicability of the act to attorneys is to be determined 
just as ap}5licability to any other persons --on a functional basis. Where 
a n attorney is retained exclusively for legislative purposes, all of his 
activities in connection with such retainer are properly reportable under 
the act. Where the retainer is for both legislative and nonlegislative 
activities, the comments set forth in the preceding subdivision are 
applicable . 
F. PUBLIC-RELATIONS COUNSELORS 
Here again applicability should be determined on a functional basis, 
and not by the labels employed by the parties concerned. The Lobbying 
Act deals with all substantial expenditures to influence legislation, 
directly and indirectly; and public relations and adv.ertising services 
are often effective means of attempting to influence legislation. (29} 
G. MERE CONTRIBUTORS ARE NOT ORDINARILY REQUIRED TO 
FILE REPORTS 
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Expenditures made in the form of contributions to an organization 
subject to the Lobbying Act do not ordinarily subject the contributor to 
the reporting requirements of the act. A contributor would, however, be 
subject to the Act's reporting requirements if: 
, 
(a) The organization is serving as a conduit or "front" 
for the purpose of concealing the activities of such 
contributor, or 
(b) The contributor cooperates with _the organization in 
any plan, scheme, or device undertaken to escape 
the requirement of identifying contributors of $500 
or more. 
An individual who is subject to the Lobbying Act by reason of 
expenditures made in connection with legislative interests --but who has 
no funds to expend except those which are available in the ordinary 
course of operating a business not connected in any way :with the in-
fluencing of legislation--will have no receipts to report even though he 
does have expenditures to report. 
H. PUBLISHERS 
The publishers of newspapers and periodicals in the United 
States do not come within the coverage of the present Federal Lobbying 
Act, nor will they come within the scope of the act if it is amended as 
recommended in this report. Such publishers are given a specific ex-
emption by section 308. The publication of books, regularly financed 
and distributed through customary commercial channels, is not an attempt 
(29) Some indication of the extent of advertising on issues having legislative significance can 
be obtained by reference to subdivision (id} of the report Expenditures by Corporations To Influence Legis-
lation. H. Rept. 3137, 81 st Cong., 2d ses.s., which contains details of advertising expenditures by 31 
corporations of over $2,ggg,ooo in a 3 1/2 year period. 
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influence legislation directly or indirectly. However, the mass distribu-
tion of books for the purpose of influencing legislation is within the 
coverage of the present law, and the identity of those who finance such 
distribution is properly a matter as to which the full facts should be 
available to Congress and the people. 
l. Title of the Act 
AMENDMENTS TO PRESENT 
LOBBYING ACT 
A. AMENDMENTS RECOMMENDED 
While it is the feeling that no stigma should attach to the words 
"lobbyist" and "lobbying", a great many persons have felt uncomfortable 
in complying with the Federal Regulation of Lobbying Act because of its 
title. The title is perhaps unfortunate in view of the fact that the text of 
the act does not once use the words "lobbyist" or "lobbying". Neither 
does the act provide for any 1'regulation" of anything" -- it merely re-
quires the filing of reports . 
It is therefore recommended that the title of the act be changed 
to read as follows: 
" An Act to require the reporting of certain information 
on efforts to influence legislation. " 
It is further recommended that the "short title" section of the 
Lobbying Act ( § 301) be amended to read as follows: 
"This title may be cited as the Legislative Interests 
Reports Act . ' ' 
2. Radio and Television Broadcasting 
Section 308 of the act provides for the exemption of newspapers 
and other regularly published periodicals . We believe that this exemp-
tion should be extended to cov er radio and television broadcasting stations 
specifically. 
3. Prohibition Against Persons Convicted 
At the present time violation of the act is a misdemeanor, 
punishable by a fine of not more than $5,000 or imprisonment for not 
more than 12 months or both. In addition, per sons convicted under 
the Lobbying Act are prohibited--
for a period of three years from the date of such con-
viction, from attempting to influence, directly or in-
directly, the passage or defeat or any proposed legisla-
tion, or from appearing before a committee of the Con-
gress in support of or opposition to proposed legislaHon. 
* * >:C 
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The advantages of this provision are outweighed by its disadvantages, 
and it is recommended that it be eliminated. 
4. Requiring Less Detail in Reports 
The .committee has sought to determine how the Lobbying Act might 
be amended in order to reduce the amount of detailed reporting involved. 
The act requires a quarterly listing of the name and address of each 
recipient of "an expenditure >!< * * of $ l 0 or more ':c * ':' " 
It is recommended that the $ l 0 figure be raised to $50. Such a 
change would substantially reduce the amount of detailed reporting re-
quired. While the information reported under the present requirement 
cannot be considered to be altogether without value, it is believed that--
in balance --the change to the $50 figure would be justified. However, 
there should be no change in the requirement relating to the preserva-
tion of receipts for expenditures of $ 10 or more. 
5. Contingent-fee Arrangements 
From time to time, contracts have been made under which efforts 
to influence legislation are compensated on a basis which varies directly 
and specifically according to the outcome of the legislative process. 
The memoranda submitted in connection with the hearings on this 
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subject (30) indicate that in many States such agreements are illegal 
and that the enforceability of such agreements in the Federal Courts 
is doubtful. Such contracts should be prohibited by an amendment to 
the Criminal Code. 
6. Exemption of Those who Receive or Expend Less than $1,000 a 
Year for Legislative Purposes . 
As shown above, the present act is very broad in its coverage and 
requires reports by any organization or individual which receives or 
expends a substantial amount for legislative purpose. It may be ad-
mitted that expenditures of $500, $800, or $950 to influence legislation 
are substantial in amount, but it is believed that the significance which a 
report of such expenditures might have is outweighted by the burden 
which the act imposed. It is believed therefore, that an exemption 
should be provided, so that reports need not be filed by persons re-
ceiving or expending less than $1 , 000 per year for activities in con-
nection with legislative interests . This exemption should be accom-
plished by adding a new section to the act, as follows: 
* 
"The provisions of this title shall not be a .pplicable to a person 
in a year in which such person neither receives nor expends as 
much as $ 1, 000 for the purpose of attempting to influence the 
passage or defeat of legislation by the Congress of the United 
States." 
OTHER RECOMMENDATIONS 
It has been noted in the general interim report: 
* * * * * 
We need more information on lobbying and lobbyists * * * 
Every group has the right to present its case, but at the same 
time Congress and the publfc have a right to know who they are, what 
they are doing , how much they are spending, and where the money is 
(3o) Hearings, pt. 3, "Contingent Fee Lobbytng." 
coming from--in a word, full disclosure of the relevant facts. Such 
disclosure is thoroughly in accord with our system and principles and 
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has already received legislative recognition in the Regulation of Lobbying 
Act. What is needed is that this act be equipped to fulfill more effectively 
the purposes for which it was designed * * * . The act does not seek 
to regulate but to inform. It works on the simple premise that Congress 
and the public have the right to full information on those who actively 
attempt to influence the decisions of government. 
It is felt that there is need for increased publicity concerning 
pressure groups, and increased enforcement of existing law, but no curbs 
whatsoever on the right of the people to express their views individually 
or through pressure groups. 
A . ADMINISTRATIVE RECOMMENDATIONS 
For the immediate future, it is felt that several administrative 
steps should be taken by Congress to provide for proper utilization of 
the wealth of information provided by the registrations and quarterly 
reports filed under the Federal Lobbying Act. 
Lobbying Before Executive Agencies 
There are two broad categories into which lobbying by private 
groups · on a Federal level may be divided: 
( 1) Attempts to influ~nce Congress, directly or indirectly. 
( 2) Attempts to influence action by executive agencies. 
The authorized scope of the investigation covered attempts to' in-
fluence Congress only. It is recommended that the Congress authorize 
an investigation of attempts to influence action by executive agencies as 
well. In these critical times, special attention in such an investigation 
should be given to various aspects of defense programs such as efforts 
to obta~n Government contracts, priorities, etc. 
NEW .LOBBYING TACTICS 
The list of lobbyists is growing steadily. In the latest session of 
Congress, 676 men and women were busy trying to influence legislation. 
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They reported what they were doing and how much they were paid. An-
other l 71 had registered for such work, but were not busy enough during 
this period to file quarterly reports of what they were doing. The 676 
admitted they were busy. 
Business Lobbyists topped all others in numbers. Of the 676, 
there were 317 who reported they spoke for business firms, big corpora-
tions and trade associations. Railroads had 33 spokesmen: electric-power, 
natural-gas and other public-utility companies, 24; insurance companies, 
1 0; the sugar industry, 1 0; petroleum firms 1 0; real estate interests, 
8; banks and loan companies, 7. 
Labor Lobbyists ran second. There were 105 registered as 
representing various labor organizations. Despite their numbers, they 
lost their battle to stop pas sage of the new labor law. 
Farmers, who long had had one of the most forceful lobbies in 
Washington, now have only 26 registered spokesmen. But there has been 
li~tle, if any, weakening of their power. 
Veterans, famed for the power of their lobbyists a decade ago, 
now have 19 listed. These are spread among several organizations. 
Prohibition Lobby, which was all-powerful two decades ago, now 
has dwindled to only two registered spokesmen. 
The Registration Lists provide only a clue to the extent of 
lobbying in Washington. Back of some of the lobbyists are big staffs 
of researchers and nation-wide organizations which reach down into 
small hamlets. They can turn on, or off, a "write your Congressman" 
campaign with long distance telephone calls, or telegrams. And quite 
often they do just that. 
Others speak for themselves, or for various industries. Some 
represent organizations that consists of an office with a mimeograph 
machine and mailing list of contributors. A few record themselves as 
available for general lobbying, for hire to whoever wishes to use their 
services. Some of these send out circular mail calling themselves 
"registered lobbyists . " A few conceal the identity of their clients be-
hind the names of law firms from which they draw their pay. 
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The pay for lobbyists is as varied as their work. Some are 
volunteers who draw no pay. Some get from $ 10 to $25 a day for 
piecework jobs. One railroad lobbyist gets $250 a day, plus an ex-
pense account. Ouite a few of the better lobbyists get $25,000 a year, 
plus liberal expense allowances. Many draw from $3,600 to $ 12,000 a 
year. Large expense accounts often go with the salaries. These expense 
allowances sometimes cover living costs, or the use of apartment or 
hotel suites. 
Not on the registration lists are some of those whose influence 
1s regarded as more potent than that of the registered lobbyists. Con-
gressional inquiries invariably accent those who are not listed as lobby-
ists . In the groups not on the registration lists are: 
Social Lobbyists and hostesses who promote causes through social 
functions have not registered. These reach the legislators at dinner 
parties, in their leisure moments. Sometime the persuasion is applied 
through their wives. Sometimes there is no overt effort to sway the 
legislator. Entertainment is big business in Washington . 
Law Firms that advise their clients about the merits or demerits 
of legislation are not required to register. Some of the most prominent 
law firms in New York and Washington usually have, high on their partner-
ship list, men who have at one time been Government officials and who 
have a wide acquaintanceship in the agencies and in Congress. They 
often are influential in getting things done in Washington. A few have 
registered voluntarily. 
Government Officials, when acting in their official capacity, are 
specifically exempt from registration. By their knowledge of Washington, 
officials often can make themselves helpful to members of Congress. For 
instance, they do little favors for constituents, get invitations to parties, 
help in finding places to live and arrange for lucrative speaking engage-
ments. 
Newspaper Editors and Publishers are exempt from provisions 
of the Act. This portion of the law is broad enough to cover some of 
the large groups that sponsor publications campaigning for or against 
a law. Most of the labor unions used their publications to campaign 
against the Taft-Hartley Law. Similarly, many trade organizations 
used their news letters and house organs to campaign for the law. 
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Public -Relations Advisers are not specifically covered by the 
registration law, although quite a few have registered. Some of the 
shrewdst consultants about legislative tactics in Washington are in this 
group. As individuals, they do no lobbying. But they tell the directing 
heads of client organizations how and what to do to promote the passage 
or defeat of legislation. 
Corporation and Labor -Union Heads seldom are listed as lobbyists. 
When they go before Congress to testify for or against legislation, they 
do so at the invitation of congressional committees. They shape the 
policies for their organizations and may make persuasive arguments 
before committees, but the men who are listed as lobbyists are the 
smaller men. 
Lobbying Techniques are undergoing considerable changes. They 
no longer rest solely upon the simple and direct approach that was used 
by the prohibition and tariff lobbies in the 1920's. The lobbyists then 
dealt directly with a few key men in Congress, applied their pressures 
at the right places and kept legislation moving. Their work was personal 
and direct. That method still is used when possible but numerous others 
supplement it. 
Write-In Campaigns represent the most effective new technique that 
is used by present-day lobbyists. A lobbyist for a national organization 
can, almost overnight , start the home folks to writing to their Congress-
man. Labor Unions have broadened this technique to the extent of 
bringing delegations of constituents into Washington to urge Congressmen 
to support the labor point of view. 
Lobbying still is a big business in Washington. And among the 
lobbyists are many highly respected men and women whose views are 
eagerly sought by members of Congress. Fourteen former members of 
Congress are on the list. They regard lobbying as a regular part of 
the democratic process. They think it is here to stay. 
ExHIBIT I 
TABLES ON COMPLIANCE 
Analysis of quarterly reports filed by organizations under the Federal Lobbying Act 
Quarter 
1946: 
Third .. ---. ------ --- -- --- - ---------------------
Fourth .•• ------- ----- - --- ----- ----- ------------
TotaL •• • --- ---------------------------------
1947: 
First----------- -- ------------------------ --- ---Second ___ _____________________________________ _ 
Third ...• --- •• • --------------------------------
Fourth ... __ ••.••...• -- .... --•.... --------------
TotaL.--------------------------------------
1948: 
First.-- ------ ---- -- --- ----------------------- --
C.Jt~C::.d.~:::::::::: ::::::::::::::::::::::::::::::: 
'ourth ____________ __ ________________ ____ ___ ___ _ 
)> Q TotaL ......•••.••••• -------------------- ----
2 Q . tl1 0 1/""'FQ _____________________________ ______ _______ _ 
Number I Original 
filed filings 1 
46 
----------92 
--- -------
-
138 99 
-
157 
----------157 
----------142 
----------185 
----------
-
642 152 
-
237 
----------263 
------- ---217 
----------
254 
----------
-
971 146 
-
290 
----------
Quarterly con-
tributions 
Quarterly 
expenditures 
$446, 049. 21 $729, 377. 81 
1, 166, 686. 41 1, 667, 903. 40 
1, 612, 735. 62 2, 297, 281. 21 
3, 724, 622. 43 1, 370, 921. 92 
4, 563, 358. 81 2, 520, 692. 48 
3, 066, 790. 37 1, 398, 351. 77 
3, 4 70, 668. 65 1, 679, 930. 91 
14, 825, 440. 26 6, 969, 897. 08 
3, 334, 559. 06 1, 973, 250. 85 
3, 469, 780. 51 1, 910, 837. 41 
' 3, 920, 963. 86 •1, 629, 349. 06 
' 7, 662, 565. 59 • 2, 331, 231. 54 
18, 387, 869. 02 7, 844, 668. 86 
' 8, 896, 77 5. 22 2 2, 294, 897. 38 
291 
----------
'4, 541, 146.69 ' 2, 382, 031. 63 
272 
------- ---
2 3, 162, 816. 32 2 2, 670, 434. 60 
274 
----------
2 3, 768, 765. 84 2 2, 972, 307. 04 
-
1, 127 98 20, 369, 504. 07 10, 319, 670. 65 
296 
----------
' 11, 770, 988. 28 I 3, 474, 630. 25 
220 
--------- -
'4, 815,835.51 • 3, 174, 719. 68 i f :i!f::::~:::::::::::~~ :~::::::::::::::::: 
::0 '-·-
"< ;-: ~) ~:~·;;,:~~~~~~:~::::::::::~::::::::::::::: 3,494 533 71, 782, 272. 76 34, 080, 867.83 
~:.. ·; 
-; -:- -·J 
I ' '-' 
II (@lips filing reports for the first time. 
• 2 In,Sihdes amounts contributed and exended In previous quarters but not theretofore reported. 
cn ::j 
2 
(/) ExHIBIT 2 
CoNGRESSIONAL RECORD 
Registrations and quarterly reports filed under the Federal Lobbying Act for the 
period from August 2, 1946, through October 20, 1950, have been published 
in the following issues of the Congressional Record (all page numbers are for 
permanent bound edition unless otherwise indicated): 
Year Calendar quarter Date pub· Jished Volume Part Page 
-----11 I I ·--·--
1946 _______________ _ 
1946 ____________ ___ _ 
1947 ...•.....•.• ___ _ 1947 _____ ______ __ __ _ 
1947 _______________ _ 
1947--- ----- ---- -- --1948 _______________ _ 
1948 _______________ _ 
1948 _______________ _ 
1948 _______ ____ ____ _ 
1949.---------------
1949 .. -- -- --- --- ----
1949.----- --- -- -----1949 _______________ _ 
1950. - --------------
1950.---------------
1950. -------- - ------
Third and fourth, all up to Dec. 20,1946. Fourth ... ____________________________ _ 
First. - . .. --.------------------------~-Second ______ ________________ _________ _ 
Third .... -----------------------------Fourth _______________________________ _ 
First. _____ ... -- .... ___ ~------ ________ _ Second __ ____ _______________ __ ________ _ 
Third ... ------------------------------Fourth _______________________________ _ 
First .---------- .--- _______ ---------- .. Second .. _____ • _______________________ _ 
Third.- -- ------------- ----- -------- ---Fourth ... • _______________ • ____ • ___ • __ • 
First._ . ________ .•..... . --.-------- •• --Second __ __________________________ __ _ _ 
Third . •.• . --- -.---- ---.--- •• ----------
Jan. 3,1947 
Feb. 5,1947 
May 12,1947 
July 26, 1947 
Nov. 17,1947 
Jan. 29, 1948 
May 5,1948 
July 26,1948 
Dec. 31, 1948 
Feb. 16, 1949 
May 5,1949 
Aug. 5,1949 
Oct. 19, 1949 
Jan. 31, 1950 
July 14,1950 
Aug. 22, 1950 
Nov. 27,1950 
93 t 
93 1 
93 4 
93 8 
93 8 
94 1 
94 4 
94 8 
94 8 
M 1 
M 5 
M 8 
M 11 
00 1 
00 8 
00 w 
51 
818 
5063 
10524 
10615 
718 
5335 
-9393 
10279 
1279 
6746 
10879 
15104 
1205 
10179 
10063 
I 16948 
SELECTED EXPENDITURES BY VARIOUS INDUSTRIES 
ABSTRACTS FROM H. REPT. 3137, 81ST CONG., 2D SESS. 
Printed or · 
duplicated 
matter 
Contrlbntlons 
Automobile companies: 
Chrysler Co'8··------------ -------- ----------------------------- $689.30 $.~3, 725.00 
Ford Motor o .. ------------------------------------------------ 7,366. 51 236,784. 40 
Fruehauf Trailer Co •• --------------------------------------- ---- ------------------ 8, 719.32 
General Motors CorP-------------------------------------------- 1, 038,328.12 4, 867, 05!. 00 ~~-":le~r:t~~'8on,~ :~ ~ ~ ~ ~::::::::::: ::::::::::::::::::::::::: :::::::::::::::::: ________ ~~: ~~~~ 
TotaL--------------------------------------------------------- 1, 046,383. 93 5, 402,340.72 
Chamical companies: 
~~~dc~~lfJa~h~-~=~-~~:::::::::::::::::::::::::::::::::::::: ---------- --~~~- :::::::::::::::::: 
E . I. dir Pont de Nemours & Co·------------------------------- 4, 917.82 92, 750.00 
Monsanto Chemical Co. __ -------------------------------------_ -----------------. ------------------
TotaL-------------------------------------·-·····-·-·-···-·--1 4, 941.821 92,750.00 
Dist!llers: 
National Distillers Products Corp •••••••• ~----------------------~--------- - --------~ 99, 44!. 84 
Schenley Industries, Inc •.... . ----------------------------------- 113,760.86 868,958.07 
Joseph E. Seagram & Sons, Inc ••.•••••••• ---------------------- -------------- ---- -------- ---- ------
TotaL.------·-------------------------···········---------·--1 113,760.861 968,399. 91 
Glass companies: 
Libby-Owens-Ford Glass Co .••• -- ------------------------------~ 852.591 35, 295. 00 
Owens Dllnois Glass Co.---------------------------------------- 50.00 910,021.50 
Pittsburgh Plate Glass Co·---·---------------------------------- ---------------- -- ----------------- -
TotaL------------ ------------------------------------- ----···1 902.591 945,316. 50 
Insurance companies: 
American Automobile Insurance CO----------------------------- ------------------ 20,940.00 
Association of Casualty & Surety Cos.----------------- --------- --- --- ------ ----- - 335,935.43 
Manniacturers Mutual Fire Ins. Co . . ------------------ -- ------- ------------------ 6, 350. 25 
TotaL •••••••••••.... -------- -------·--·· ·--····---------------- ___ ---------- ••• __ 362, 225. 68 
Oil companies: , Cities Service Co ______ : _________________________________________ ---------------- -- 56,499.00 
Gulf on Corp_--- --- --------------------- - ---------------------- 10,898.86 2, 542,451. oo 
lf!::'~~~r~~~r~~~-~~~=::::::::::::::::::::::::::::::::::::: :::::::::::::::::: :J: ~: W 
Shell 011 Co·------ ---------------------------------------------- ------------------ 667,133.14 
Socony-Vacuum 011 Co.----------------------------------------- 34, 99R. 00 2, 281,817.00 Standard Oil Co. of California___________________________________ 37,631.00 1, 684,007.00 
Standard Oil Co. (Indiana) ________ _________ ____ ________________ _ ------------------ - ------ --- --------
Standard Oil Co. (New JerseY>---------------------------------- ------------------ 1, 278,358.00 
Sun Oil Co. __ __ ------------ ------------------- -----------------. ------------------ . --------- '-- -----
The Tems CorP·--- - -------------------------------------------- -------------- ---- --- -- ----------- --
TotaL .. ------------------------------------------------------1 83,527. 86l 8, 537,745.91 
Public utility companies: 
American & Foreign Power Co ... ----- - -------------------------~------------------ 100. 00 
American Gas & Electric Co .. -------------------------------- - - ---------------- 5, 270.00 
American Gas & Electric Service Corp.------------------------- 2, 151. 84 2, 360. oo 
American Power & Light Co.------- - ------------------------ --- None 3.158. 93 
Central Power & Light Co. (Texas)'------------------- - -------- 1, 499. 28 25,464. 82 
Carolina Power & Light Co.--------------------------- - -------- 2, 495.23 5, 000.00 
Cleveland Electric Dlumlnatlng Co·----------------------------- ---------------- -- 28, 007. oo 
Columbia Gas System.------------------------------------------ ----------- -- ----- 5, 425. 00 
Columbus & Southern Ohio Electric Co .••. --------------------- 846.35 50,561.63 
Commonwealth Edison Co .... _---------------------- -- --------. ------------.----- --------------- -- -
Commonwealth & Southern CorP--------- - --------------------- ------------------ 1, 450. 00 
Connecticut Light & Power Co.---------------------- --- -------- 2, 960.30 141, 150. 80 
Consolidated Edison Co. (New York>------------------------------------------ --- 56,150. 00 
Consumers P<lwer Co·--------------------------------------- --- - 414.70 6, 876. oo 
Delaware Power & Light Co .- ---------------------------------- 72. 37 1, 500. 00 
Detroit Edison Co •. --------------- --:.------------ ----- ---- ----- 28,364.36 24,421.20 
SELECTED EXPENDITURES BY VARIOUS INDUSTRIES 
ABSTRACTS FROM H. REPT. 3137, 81ST CONG., 2D SESS.-Continued 
Printed or 
duplicated 
matter 
Contributions 
Public utility companl-Continued . 
Electric Power & ight Corp. (New York) ______________________ ---------- -- ------------------------
~~ftg; :?o"!; ruilg~~-6()_-::::::::::::::::::: :::::::::::::::::: :::::::::::::::::: --------~~~~ ~~~ ~~ 
Georgia Power Co·---------------------------------------------- $118. 25 186,367.38 
Indianapolis Power c!z Light Co_________________________________ 3, 069.15 114,265. 23 
International Hydroelectric System .. _-- ------ --- --------------- ------------------ ------------------Jersey Central Power c!z Light Co _______________________________ ---- --- ----------- 40,310.54 
Kentucky Utilities Co________ ___________ _____________________ ___ 362. 50 72,586.67 
Lone Star Gas Co . . --------------------------------------------------------------- 297,226.01 ~~~~~;:~~~~r0c~~ ~~::::::::::::::::::::::::: :::::::::::::::: ---------ii;6ii6:i4- ----------7;7oo:oo 
Mountain States Power Co. (Oregon) ___________________________ ------------------
National Power & Light Co ___ _____ _______________ ______________ ------------------
Niagara Hudson Power Corp_________ ______________ __ ___________ 60.00 ------------------
North American Co _____________________________________________ ------------------ 7, 500.00 
Northern Indiana Public Service Co ____ ________________________ _ --- ------------- - - 28,371.44 
Ohio Edison Co_______________________________ ____ __ __ __________ 620.04 92,916.96 
Pacific Gas & Electric Co______________________ _________ ________ 27,897.47 503,945.88 
Pacific Power & Light Co ___________ ___________ ___ ______________ ------------------ ---- ----- ---- -----
Pennsylvania Electric Co. __ ---- -------------------------------- --------- -- ____ ___ ------- - ----- -- -"-Pennsylvania Power c!z Light Co___ __ ___________________________ 6, 374.32 57,768. 44 
Philadelphia Electric Co .. ------------------------------------- - l, 502. 75 68,500.00 Potomac Electric Power Co __ ________________ __ _________________ ------- --------"---- --------- -· ---
Public Service Co. of Colorado.--------------------------------- 2, 917.82 2, 975.00 Public Service Co. of Indiana ____ ________________________________ ------------------ 41,103. 06 
Public Service Co. of New Hampshire___ _____________________ ___ 868.01 21,889.26 
Public Service Co. of Oklahoma________________________________ _ 1,428. 27 ---------- -- - ___ _ 
Public Service Electric c!z Gas Co __ ______________________________ ----------- --- -.--- 107,761.00 
Rochester Gas c!z Electric CorP----------- ----------------------- 1, 488.61 176,228.87 San Diego Gas & Electric Co __________________________________ ______ -------------- 26.025.58 
Southern California Edison Co ______________________ _____ _____ __ ----------- --- --- - ------------------
Southwestern Gas & Electric Co________________________________ 905. 74 19,457.46 
Standard Gas & Electric Co_____________________________________ 16.25 1, 200.00 
Texas Electric Service Co: . . · ------------------- ------------- -- - 4, 929. 73 108,385.20 
Union Electric Co. of Missouri ... . ------------------------------ 1, 721.19 209,212.67 
United Gas Improvement Co·----------------------------------- ---- ------- - ------ 1, 050.00 
Utah Power & Light Co ...... -------------------- --------- -- ---- 1,667. 50 15,193.14 
Virginia Electric Power Co ..... ------------------ -- ------------- 1, 100.00 110, 810.99 
Washington .WaterPower Co .. ----------------- --------------------------- ------- 84,562.13 Western Massachusetts-Electric Co__ ___ ________________________ 401.30 6, 573.00 
Wisconsin Electric Power CO------------------------------------ 43. 75 24,947.13 
Wisconsin Power c!z Light Co·-------------------------------- ----- -------- ---- - --- 9,548. 89 
TotaL .. -----------------------------------·-------·-·-------- 105,993.22 2, 813,277. 38 
Railroad companies: 
Atchison, Topeka & Santa Fe Ry. Co •.• ------------------------ 9,172. 86 09.268.50 Baltimore c!z Ohio R. R. Co _____________________________________ ---------------- -- 1, 250. 00 
Chesapeake & Ohio Ry. Co______________________ __ __ ___________ 6, 532.76 1,640, 721.00 
Erie R. R. Co ____________ ______________ ____________ _____________ --------- --------- 31,793.50 
Great Northern Ry. Co _________________________________ ________ ------------------ 32,286.78 
Dlinois Central R. R. Co·--------------------------------------- 222,026.01 38,420.02 New York Central R. R. Go__ ___ ____________________________ ___ 6,160.20 1,800: 00 
Norfolk & Western Ry. Co·------------------------------------- 1,151. 94 27,474.30 Northern Pacific Ry. Co________________________________________ 620.75 500.00 
Pennsylvania R. R. Co·---------------- - ------------------------ 11,221.11 162, 015.71 
Southern Pacific Co.------ ------- -- - ---- ---------- ----- ----- ---- 8, 787.09 346,454.98 
Southern Ry .. Co ___ _____ __ "------------------------------------- 270, 9~3. 30 36,273. 00 
Union< Pacific R. R. Co·----------------------·------------------ 1, 462.52 313,.865. 00 
TotaL.-----··---------------------------·-----------·-·------ 527,948. 53 2, 732,122.79 
Steel companies: 
Armco Steel Corp_---------------------------------------------- 6, 249.87 58,500. 00 
Bethlehem Steel CorP---------------------------------- - -------- 150.00 255,568.00 
Inland Steel Co·----------------------------------------------- - ----------- -- . .. _ ---------- --------
Jones & Laughltn Steel CorP----·------------------------------- 9, 961. 76 196,056.35 
~:~:1~~°Corp============================================= :::::::::::::::::: ---------~~~~~~ Republic tlteel CorP-------------------------- -- -- ---------- -- --- 3, 263.25 35,000.00 
United States Steel CorP----------- -- ---------------------------------- ------ --- -- 40,000.00 
Youngstown Sheet & Tube Co •. -------------------------------- 221,103.30 870,713.21 
Total ··-··------··--··-·----·-·--···--------··----------------1 240,728.181 1, 478,382.11 
SELECTED EXPENDITURES BY VARIOUS INDUSTRIES 
ABSTRACTS FROM H. REPT. 3137, 81ST CONG., 2D SESS.-Continued 
Printed or 
duplicated 
matter 
Contributions 
Telephone companies: 
American Telephone c!z Telegraph Co ____ _______________ ______ __ l $2,064. 00 I $74,952.00 
International Telephone c!z Telegraph Co ________________________ ------------------ ------ -- ----------
Pacific Telephone c!z Telegraph Co __ _______ _____________ ________ . 5.20 3,514>36 
TotaL------------------------------------- ---- _______ _ ------ - ~ - z; 06!1. 20' I 78; 466.36 
Tire and rubber companies: 
Firestone Tire c!z Rubber Co ___________________________________ _ 36,000.00 
g~~i~~!~~~-~~~~~~:~~::::::::::::::::::::::::: :::: ::::::: ----------- ------- ------------------
Total. ___________________ _____________ ___ __ ___________ ------ --- . ----------------- 61,300.00 
Tobacco companies: 
t~;~~~~i:~1la~~~-~-~~:::::::::::::::::::::::::: :: ::::::: :::::::::::::::::: ·ttm:* 
TotaL.------------------------------------------------------- ------------------ 172, 176. 94 
LIST OF CORPORATIONS THAT FAII,ED TO RESPOND TO OR RE-
FUSED TO ANSWER QUESTIONNAIRE SENT TO THEM BY THE 
HOUSE SELECT COMMITTEE ON LOBBYING ACTIVITIES OF 
THE HOUSE OF REPRESENTATIVES, EIGHTY-FIRST CONGRESS 
Corporations which refused to answer: 
Consolidated Vultee Corp. 
Inland Steel Co. 
Southern California Edison Co. 
Corporations that did not respond: 
Allis-Chalmers Manufacturing Co. 
Armstrong Cork Co. 
Belden Manufacturing Co. 
Dow Chemical Cr;>. 
Goodrich, B. F.; Co. 
Harnischfeger Corp. 
International Harvester Co. 
Johns-Manville 
Lone Star Cement Corp. 
Marshall-Wells Co. 
Montgomery Ward Co. 
Mountain States Power Co. 
Nash Kelvinator Corp. 
New York Air brake Co. 
Pittsburgh Plate Glass Co. 
Standard Oil Co. (lrid~) 
United States Gypsum Co. 
Source: House Report 3137, Eighty-first Congress, second session. 
Julius W. Hobson and Raymond M. Wiggs, Economics Section, Legislative 
Reference Service, December 13, 1950. 
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(A) WHAT IS PETROLEUM 
Are gasoline and keros~tene petroleum? To many people that 
seems the case, but strictly speaking, they should not be so classed. 
Petroleum comes from the Greek words petra (rock) and oleum (oil). 
Literally it means rock oil - oil obtained from rocks. Gasoline, 
kerostene, gas oils, fuel oils, and many other oils are obtained by 
refining petroleum or crude oil. 
Petroleum is crude oil that occurs 1n nature in its native form . 
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. It may be whitish in color; it may be brown, greenish, yellow, or deep 
black. It may be an oil, light in weight and feeling, or it may be a 
heavy sticky asphaltic substance. But if it is unrefined, it is crude oil. 
Ch-emically, petroleum is a series of compounds of carbon and 
hydrogen, with the familiar chemical symbols C and H. The carbon-
hydrogen ratio is in varying proportions from 84 to 87c_1o carbon and 11 
to 13% hydrogen. Oxygen, nitrogen, and sulphur are common impurities 
totalling from 1 to 4%. Briefly, the molecular arrangement of the 
carbon and hydrogen is complex and varies for every oil. 
Oils are generally classed as paraffin base, asphalt base, and 
mixed base, according to whether the residue of evaporation is paraffin 
wax, asphalt, or a mixture of the two . 
(B) WHAT IS THE ORIGIN OF OIL 
Actually the origin of oil is unknown, but there are numerous 
theories of the origin which may be classed under two headings: 
( 1) Inorganic Theories of Oil Origin. 
(2) Organic Theories of Oil Origin. 
The inroganic theories postulate chemical reactions from gasses 
buried deep in the earth, which, when collected at the surface, result in 
petroleum, 'especially the action of deep-seated water upon deep-buried 
carbides of iron and nickel. The evidence of gaseous emanations from 
volcanos bears out the chemical similarity, but the geological evidence 
of commercial oil occurrence does not support the theory. 
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The organic theories are generally accepted by most scientists 
as being the most logical ones to explain the origin of oil. 
Such theories fall into 3 classes : 
( 1) Origin from marine vegetable material. 
( 2) Origin from marine animal material. 
\ ( 3) The combination of both marine-animal and 
marine-vegetable material. 
The word "marine" is used advisedly as the occurrence of oil 
is closely related to sediments carrying marine fossile. Marin~­
vegetable material originated by the minute marine algal, marine 
diatoms , seaweed , and other marine vegetable forms which abound 
in shales in the oil fields seem to be the most logical source of oil. 
But in other oil areas great quantities of marine-animal life are present. 
It is even thought that oil might be formed from non-fossil 
bearing material upon which these small animal forms lived. It is 
certainly true that numerous laboratory tests prove that petroliferous 
products can be distilled from nearly any form of animal or vegetable 
life . 
Bacterial action probably played an active part in the destruction 
of the animal or vegetable . life and as sis ted in the chemical action that 
gave us petroleum. Certinaly the great preponderance of evidence 
supports the organic theory of oil origin. 
C. HISTORY AND CHARACTER OF THE 
INDIVIDUAL PRODUCER 
Many people like to think of oil in romantic terms and to picture 
forces of titantic wealth struggling for mastery of the oil resources of 
the world. Undoubtedly this picture thrills the imagination when presented 
in this manner, but the romance is quickly dispersed when qne sees the 
modern office building in large cities with field trained businesslike 
personnel. One realizes then that all these companies have, from 
sheer necessity, developed gradually from the old-school oil man. In 
the minority now, oil men of the oil school were the individualistic 
type common to the industry thirty to forty years ago. 
The ever -increasing demand for oil has created the need for 
new discoveries of oil fields, This has led to the deve lopment of 
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the old-school oil man into a more modern type, who has established 
companies, (both small and large), in contrast to the one-man producer 
of the old days , 
The term " oil man " is generally used in a broad sense to cover 
all men ga1n1ng their livelihood directly from the oil business, However, 
for our use , the term oil man narrows to those men who are directly 
engaged in the development of oil fields , In oil-field diction, oil men 
applies to all classes of workers including executives and lease men 
but excluding refinery workers and those engaged in the marketing of 
oil products , 
Those do ing field work belong to a vigorous outdoor type, posses-
sing a "take -a-chance " spirit, Those in refinery work and in the marketing 
phase of the oil business , however , are more the routine type , similar 
to industrial workers and salesmen found in other lines of business, 
Actually the fac inating part of the oil business is found among the 
field men, the geologist s who explore new prospective areas ; the scouts 
and the drillers who go into undeveloped or "wild cat " territory and 
fight all the discomforts, bad climate , · bad water , poor transportation 
facilities in their search for o i L Those in routine work are placed in 
offices of large oil companies which are business like but not picturesque ; 
even their super i ors , who head these gt-eat concerns , are seldom 
romantic figures , Most of the leaders of the industry are well-trained 
professional men of the type seen in other lines of business, not 
easily to be distinguished from bankers, brokers , or manufacturers, 
The modern type is younger and softer than the old-school oil man , 
but nevertheless capabl e in gaining i ts ends, 
Oil men who head the smaller concerns are more like the oil 
men of the old schooL They are generally in closer touch with 
actual field operations and remain less impersonal, are far more 
colorful in their speech and habits, and allow themselves freer ex-
pressions of opinion than do the officials of the large oil companies, 
Even this condition is changing , and the newer crop of oil men are 
becoming more and more the thoroughly modern businessman, 
Thousands of college trained men have entered into the oil 
business and have brought about a h i gher effic i ency in all branches of 
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the industry, for no business is more highly technical or more in need 
of technical men. At first it was a struggle for them to gain a footing, 
as the old-school men were hard to convince that education paid. As 
time went on, however, the technical man won his way, until now 
chemists, geologists, petroleum technologists, geophysicists, and en-
gineers of all kinds are employed by the oil companies by the thousands. 
The petroleum industry today is feeling the stimulation that technical 
men have injected into its veins. But more important still are the col-
lege and university trained men who are also entering the operating end 
of the business, public and industrial relation consultants, business ad-
ministrative advisors, scouts, toolies, drillers, gaugers, superintendents, 
ultimately to become executive officers of the oil companies. 
Oil men must be born optimists, especially the individual who 
searches for oil in new areas. Only an optimist can stand the strain 
of disappointing failures and yet retain his serenity of mind and con-
fidence in ultimate good fortune. The same optimism keeps the outlook 
bright for the oil men during the hard days of over production and low 
prices. Hope of the rise in oil prices is always present, and cannot 
down the men who, even when their troubles seem darkest, feel that 
they will pull through and c orne out ahead. 
The company executive working for a large concern does not 
undergo the serious pressure that the individual oil man suffers, nor 
does he appreciate the attitude of the individual oil man unless he 
himself has experienced such a condition. 
There is little bitterness between the individual oil men and the 
major companies, which shows the sanity of the average oil man. 
Most of the heads of large concerns are more or less sympathetic 
with the individual operator, especially those company men of broad 
vision who realize that the extinction of the individual oil man might 
pr ave a calamity to the industry. 
Viewed in a broad sense, the extinction of individuality means 
national disintegration. The leaders of the industry at present were 
all developed in time of open competition, they have had to meet con-
ditions which under a non-competitive system would merely be routine 
matters. Without competition, the call for real efficiency is lacking. 
Men would soon become "buck passers" and too soft to endure the 
exigencies of the oil business. 
For such a reason, if for no other, competition of some kind 
must always exist, or oil men will grow into a lot of weaklings. The 
ultra-efficiency man would not need his efficiency if his work became 
routine. 
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Highly competitive conditions in the oil business have at times 
led to feverish conditions . The action is so fast that the oil men be-
come keyed to a high pitch. They drive their automobiles at high 
speed; all their actions seem to depend upon speed. The pace is ter-
rific, especially when a new oil strike has been reported. Then the oil 
producers, oil scouts, lease men, and geologists hurry to the scene by 
train, automobile, or airplane. 
The first men on the scene of action usually have the advantage. 
Even a few hours delay may keep a company from getting into the new 
field, for the oil men descend upon the new strike like a cloud of West 
Texas locusts, and the scouts and lease men scour the area for unleased 
lands, purchase royalty rights, and even buy into the "play", if possible. 
It is this intenseness of the industry that makes it so fascinating to the 
men engaged in it. The men in the field see and live the romance of the 
industry which is largely confined to the exploration branch. 
A new oil strike causes people of all types to flock to the n~w 
area. They can be classed as follows: 
( 1) The professional oil man seeks new opportunities to 
purchase properties. The first oil men to enter a 
new field are generally scouts and lease men of the 
large companies , and individual operators. These men 
study the new well and secure leases on any adjacent 
land available if the prices are not too high. 
( 2) The greenhorns or non-professionals are attracted 
to the field through· hopes of finding opportunities to 
purchase acreage or royalty and thus make a quick 
fortune . These men are true speculators. They often 
have money personally ~r represent money. Such 
men are generally ready to pay high prices for land 
and raise values out of propositions. Men of this 
type, new to the oil business, are generally honest . 
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Some of them make money and stay in the 
business , eventually to become professionals . 
(3) The grafters are a d i scredit to the business and 
they usually seek any opportunity offered to make 
money , are the harpies of the business. They se-
cure holdings of little value near the field, organize 
oil companies or syndicates , and capitalize them for 
large amount s, knowing full well that the stockholders 
or unit holders in such concerns have little or no 
chan,::e for profit. These men bring the industry into 
disrepute. However , over the period of years the 
Federal Government has purified the oil business 
through successful prosecution of such men. 
( 4) Naturally the drillers , and other oil-field workers, 
flock into the new field . They are active in the new 
developments of drilling and producing and are essen-
tial to the exploitation of the new fields. The supply 
men are also essential workers. The oil-well supply 
companies build warehouses and furnish equipment to 
the drilling and producing concerns. 
( 5) The oil-field followers, or hangers -on, comprise the 
gamblers and the women who exploit the oil-field 
workers, furnishing amusement at a price . Some oil 
companies are as wild as the wildest mining camps, but 
in recent years the oil discoveries have been so widely 
diffused that the old-time wide -open camps are seldom 
seen. 
(D) OIL COMPANY OB-JECTIVES 
The main objectives of the major oil concerns are to market their 
product at a fair profit , to avoid ruinous competition, and to expand their 
business . There is, in no way , any concerted action tending to make a 
closed industry that excludes other concerns nor is there any effort to 
drive the individual producers or minor oil concerns out of business._ 
Actually, the major oil concerns are most friendly to the numerous 
individual oil men and to smaller oil concerns. 
There is much said about the whip being used by the major con-
cerns relative to driving the independent producer to the wall, but few 
m~n can point with positive evidence in recent years to any strangling 
of the little fellow. There are, however, few instances reported of un-
fair treatment and of some sharp practices by the major concerns, but 
the individual oil producers who can point to direct persecution by a 
major concern is the exception. 
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Today, it is a well-recognized fact that most individual operators 
prefer dealing with a major oil company instead of with the smaller 
concerns, for, as a rule, they are given fairer treatment, and also the 
larger concerns can better carry out their contracts. There are, however, 
many strong minor companies and individual oil operators who are well 
able to carry out their contracts . 
(E) OIL AND MINING 
The oil industry is certainly not held in the tight grasp of a few 
concerns as is mining, where the Anacords, the American Minin,.g and 
Smelting Company, the Phelps -Dodge, and the United States Smelting 
and Mining Company dominate the field. Today the oil man who wants 
to sell or trade can turn to the large concerns or do strong individuals 
listed on the stock exchange, or to the many not listed. He has several 
hundred outlets for good properties. Also the oil business is so wide 
spread that the individual can often arouse public interest in a new 
venture. 
Integration has concentrated power in the hands of the major oil 
concerns, but they, with the great majority of the individual oil men and 
small concerns, form a lease solidarity. Certainly with state compacts 
to govern the industry, with prices of crude somewhat controlled, and 
with state and Federal assistance to control oil production, there is now 
no monopoly in the industry as a whole. Free competitive conditions 
exist within limits, and fair practices govern. 
The. Standard Oil Company ruled the business prior to 1911 but 
did so largely through its pipe-line, refining, and marketing arrangements. 
The company did not attempt the owner ship of purchasing crude petroleum, 
but, by its holdings, the Standard, without question, dominated the industry. 
The dissolution of Standard Oil Company of New Jersey in 1911 created 
a new condition. For at least another decade, the oil business was open 
to anyone. 
' 
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From 19 21 on the oil business has gone through a struggle of cen-
tralization, integration of oil concerns, and merges have all been 
changing the complexion of t he oil industry. Free competition has 
not disappeared, however, even though oil men have sought to develop 
solidarity within the industry . The oil business, as one can see, is 
not Standard Oil, although the Standard Oil units are among the most 
powerful factors in the industry. 
(F) TYPES OF OIL COMPANIES 
In any discussion of the oil man as an individual, it is of interest 
to tell something of the oil companies that these men have helped to 
build. 
Some o i l mert still cling to the o l d usage of classifying companies: 
Standard Oil, Friendly Independents, and Independent s. But that classifi-
cation does not bring out the true relationship . Friendly independents 
were those concerns that cooperated with Standard Oil concerns. There 
was a time before 1911 when such a classification could apply, but 
today a different terminology should be used. 
Modern oil concerns can better be classified as follows: 
Major Oil Companies Assets over $100,000,,000 
Minor Oil Companies Assets under $100,000,000 
Individual Oil Producers, Refiners, and Marketers 
Oil Policies Controlled by Major Concerns 
At present oil policies are largely controlled by a group of 
major oil companies . Heading the list are: 
Standard of New Jersey 
Socony - Vacuum 
(The " BIG FOUR") 
Standard of California 
Standard of Indiana 
South Pennsylvania Oil Company 
Atlantic Refining Company 
Mellon Group 
Gulf 
Gulf Western 
Eastern Gulf 
Pure Oil Company 
Union Oil Company 
Amerada Oil Company 
Ohio Oil Company 
Shell-Union Oil Company 
Seaboard Oil Company 
City Service Companies 
Carter Oil Company 
Humble Oil Company Standar<'), of New Jersey 
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Sun Oil Company 
Socony Vacuum 
Associated Oil Company 
Consolidated Dil Co. 
Skelly Oil Company 
Barnsdall Oil Co. 
Magnolia Petroleum Company 
Tidewater 
And 
Phillips Petroleum Company 
Continental Oil Company 
Mid-Continent Petroleum Corp. 
Lion Oil Company 
Others 
Others can be named but these 26 large concerns are the con-
trolling companies in the oil business. They are the major concerns 
that rarely differ in important policies; they own over 70% of the 
capital structure of the industry, own over 70% of the production, 
control 90% of the pipelines, control over 70% of refinery operations 
and control over SO% of the marketing of crude oil and its refined 
products. These are estimated only. 
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(G) OIL PRODUCTION QUOTAS 
The Royal Dutch - Shell Group produces roughly over l/9 of 
the world's production of oil. The Shell group produces in the United 
States over 33rd of the total United States production, ranking below 
several American concerns, but a company of much importance. 
The Standard of California produces annually over 33rd of the 
United States production , and Socony-Vacuum produces about an equal 
amount. Stanolind produces about the same volume of oil as Socony-
Vacuum and the Standard of California. 
The four leading Standard Oil Concerns, or the "BIG FOUR", 
produces annually over l/6 of all the oil produced in the United States . 
In conjunction with the Ohio Oil, the Atlantic Refining Company, and 
other Standard concerns, the Standard interests supply well over l/4 
of the oil of the United States. 
How the Oil Producing Business is Organized 
( 1) Exploration 
( 2) Development 
( 3) Production 
The complexities of the Oil Producing Industry are clearly ex-
pressed in the following chart, which presents the various departments 
and the types of workers employed in the several branches of the busi-
ness. The functions of a large integrated oil company are most com-
plicated, and the arrangement of various departments may vary with 
different concerns. In some concerns the land department may control 
the geological department , while in others that department ~ay be an 
independent unit. Again, in some concerns the drilling may be under 
a separate department with its own head, and in others it is a part 
of the production department. 
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(H) PERSONNEL OF AN O IL PRODUCING COMPANY 
Stockholders, Board of Directors, Chairman of the Board, President 
Departments 
Public Relations Department 
Statistic.al Department 
Legal Department - Clerical Force 
Auditor 
Treasurer - Controller 
Accountants 
Vice-President - Land Dept. 
Clerical force 
Vice-President - Development 
Clerical force 
Class of Workers 
Geologists 
Geophysicists 
Land Buyers 
Title Lawyers 
Leasers 
Drilling 
Producing 
Engineers 
Drillers 
1. Cable-Tools 
2. Rotary 
3. Clean-out Men 
Casing Crews 
Rig Builders 
Warehousemen 
Electricians 
Boiler Cleaners 
Steam fitters 
Truckmen 
Carpenters 
Teamsters 
Garagemen 
Machine shop workers 
Blacksmiths 
Lease foreman 
Well pullers 
Fireman 
Roustabouts 
Gas enginemen 
Tank men 
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(I) DIVISION OF AN OIL COMPANY 
Where large concerns are widespread in the activities a vice-
president may be in charge of each producing district, all reporting 
to the head office but each acting as independent units in their par-
ticular districts. 
The district heads are given a wide area in which to operate in 
acquiring new properties and in handling properties with little inter-
ference from the main office. The heads of the company at headquarters 
usually meet every day and coordinate all the various activities. The 
company keeps an advisory geologist in the head office, and t:Q.e . heads 
of the development, pipeline, refining, and marketing branches are all 
there for consultation. 
In so far as rapid a "ction is concerned in the oil business nothing 
could be more important, relative to acquiring oil leases when a new 
oil field has opened. Competition is keen, and the concern that can act 
quickly has a decided advantage over those who take a longer time to 
agree on a course of action. For that reason, men in charge of 
various districts are given a great deal of authority. Hundreds of 
thousands, even millions, of dollars must sometimes be spent quickly, 
and the men in command of the districts are carefully selected and 
well paid for their ability. 
(J) CHARACTER OF THE INDEPENDE~T 
PRODUCING COMPANY 
The independent producing industry is composed of many elements 
and many diversified talents have been contributed to the whole. Better-
ment of drilling technique was possible because of the presence of men 
who had first-hand knowledge of drilling. The independent producer 
who left the employ of an integrated company to engage in the business 
for himself brought an economic viewpoint which was shared with 
other independents in his community and the trade association to 
which he belonged. 
The influx to the independent producing industry from other 
occupations is not of the proportion that it was in earlier time. It 
has become more and more a traditional calling and probably that 
trend will continue. Sons follow in the footsteps of their fathers, as 
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do the sons of sons. The industry is just old enough now to include 
third as well as second generation oil producers. Today's on-coming 
crop of oil producers who succeed to the management of business es-
tablished by their fathers or their grandfathers or who start their own 
enterprises more and more tend to be technically trained. Many of the 
young oil producers who were getting their start when war came were 
technically trained, with school vacations spent in the oil fields where 
academic knowledge was given clear and definite meaning. 
The oil producer had to learn as he went. They learned to do by 
doing. There was the period of exploration when no technical guidance 
was to be had . Wildcat wells were drilled on the basis of "creekology" 
and on "trends". The latter reason is still the basis for a small ex-
planatory activity and, indeed, has resulted in some important discoveries. 
One of the first prospectusses issued by a company seeking funds to 
explore - Kentucky had been selected for the Venture - contained a 
report by a mining engineer. His chief reason for believing that oil 
would be found was the pressence of "Oxbows" in the Barren River. 
Men began to piece together the meager evidence acquired by 
drilling and supply reasons for the occurrence of oil and gas. Geology 
was slow in gaining wide acceptance in petroleum; however, that is, 
geology by that name. It is certain that many of the new areas were 
opened to production on the basis of the bits of information which though 
not dignified by the producer himself as geology, nevertheless formed a 
studied out pattern of cause and effect. 
(K) THE INDEPENDENT OIL PRODUCER 
AND THE PRODUCTION OF OIL 
Independent Oil Producers not only find, develop, and produce 
crude oil but they perform their other responsibilities as individual 
citizens. They have contributed greatly to building communities, 
hospitals, schools, colleges, churches, farm roads, and other worthy 
projects. They are individualists. It is the individual who has made 
our country what it is and not the state. This probably is one reason 
the public is particularly interested in the independent and his contin-
uation in business. The elimination of small business would tend 
toward greater Government controls and centralization. 
The independent has been a leader in discovery effort and m 
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conservation. He believed and proved that we could find and develop 
sufficient oil in our nation to meet our demands for national defense 
and for the welfare of our country in time or peace. He insisted we 
not be dependent on foreign oil. It was the insistence that made it 
possible for us to have the reserves, the excess productive capacity, 
and the trained men available to meet the oil requirements of our 
country and our allies in the recent war. 
The independent oil producers have been leaders in secondary 
recovery operations ( 1) and a great majority of these operations are 
being carried out by them. They have also been leadeJ,"s in exploratory 
effort and in discovery of new reserves. The ingenuity and resourceful-
ness of the independent oil producers is essential to the continuation of 
our discovery program. 
Under the conservation program more capital is required for the 
oil producer to stay in business. In the old days of unrestricted flow 
many wells would pay out in a period of two or three months. Under 
conservation practices it generally takes several years for a well to 
pay out its costs. The producer can generally borrow money on the 
basis of his proved reserves, but the slow pay-out necessarily means 
that he must get a greater price for his oil per barrel in order to get 
the same return. In other words, conservation costs something. The 
public gets more oil and they should be willing to pay the increased 
costs that result from the conservation program that provides them 
with additional oil and petroleum products at reasonable prices. 
In the United States the stripper wells ( 2) comprise over . 72% 
of all the oil wells; they produce over 13% of the oil produced; they 
have an average production of about two barrels per day; and approxi-
(I) A technical method used by producers in order to force more fluid (oil) to the top 
of the hole by various means of pressure. Example: Water , Gas, etc. 
(2) Oil wells which produce an average of about two or three barrels per day. 
mately 20% of the nation's total crude oil reserves underlie these 
wells. Their continuing operation is of vital importance in con-
nection with secondary recovery operations. 
(L) TAXES AS A FACTOR AFFECTING THE 
INDEPENDENT PRODUCER OF OIL 
An adequate market and an adequate price are not enough. The 
producer must not have his income absorbed by unsound tax policies . 
He must be permitted to keep sufficient money to plow back into 
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drilling additional wells. The oil producer must be assured that per-
centage allowance and the right to expend intang_ible drilling costs will 
be maintained permanently and that he will not be subjected to excessive 
tax rates. 
The independent oil producer is more affected by these provisions 
than the fully integrated company because he is dependent entirely on 
the profits from the producing branch of the industry. Many integrated 
companies could continue to operate profitably without being engaged 
in the production branch at all, so it is particularly important that 
the independent producer be given some assurance of the permanancy 
of the tax. provisions referred to. 
(M) THE AIMS OF A NATIONAL OIL POLICY 
To be effective, a national oil policy should have the following 
objectives: 
( l) It should result in a maximum contribution by the oil 
industry to an expanding American economy and to a 
rising standard of living, including stable employment 
at fair wages within the industry. 
( 2) It should maintain conditions -most likely to assure adequate 
supplies of petroleum in both peace and . war. 
( 3) It should maintain conditions, within the free enterprise 
system, most likely to assure adequate supplies of 
essential materials equitably available to all units in 
the industry in both peace and war. 
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(4) It should contribute to the expansion of trade and of 
industrial activity at home and abroad by encouraging 
American nationals in the development of both domestic 
and foreign oil resources. 
(5) It should operate to strengthen our free institutions by 
demonstrating that the issues which periodically arise 
in an industrial democracy, involving the relations of 
government and private industry , of state and individual, 
can be successfully resolved within our existing institutional 
framework. 
To attain these ends, a national oil policy should establish the 
broad terms under which there will be sufficient flexibility to meet 
new conditions resulting from technological progress, economic change, 
and the possible requirements of national emergencies. 
The oil industry has been progressive in its support and applica-
tion of scientific research and in its readiness to meet new demands. A 
national oil policy must anticipate and provide for the certainty that 
further progress will create new problems. It should encourage flexi-
bility in the functioning of the industry itself and continued adaptability 
to new circumstances in time of peace or crisis, which is one of its 
outstanding characteristics. 
Drillers Hunt for Oil in 31 States During 1949 
DRILLING RIGS IN USE IN THE UNITED STATES DURING 1949 (STATE OR DISTRICT), 
BY MONTHS 
State or District 
Alabama 
A.rizona • .•. • •••..•.•..•...•.. • •••• 
Arkansas 
California 
Colorado 
Florida 
Georgia 
Illinois 
Indiana 
Kansas 
Kentucky . ................ ... . .. .. . 
Louisiana: 
North Louisiana • .. . ..• ....... . . .. 
South Louisiana . . . • .......•. .. ... 
Total Louisiana ........ .•. ..... 
~~~~t:~;pi .. : : : : : : : : : : : : : : : : : : : : : : : : 
Missouri • ......•. • .. ............. • 
Montana ................. ....... .. . 
Nebraska ... .. . ... .. ........•...... 
New Mexico •• ..•... ....... . •. ..... 
New York ........•... . ... ....... . . 
North Dakota .. . .. . .. ........ . .. •.• 
Ohio •. .. ................ . ......... 
Oklahoma . . . .•..... . •... . .• . .. .... 
Pennsylvania .. ............. • . .. ... 
South Dakota .. ..... ... . ....... . .. . 
Tennessee .. •. • .. . ... .. . .. •• ......• 
Texas: 
District 1-South Central ...... . . . . 
District 2-Middle Gulf ........... . 
District 3-Upper Gulf ..... ~ . .... . 
District 4-Lower Gulf-Southwest .. . 
District 5-East Central ..••..•.... 
District 6-Northeast .• . . ••••...•. 
District 7B-North Central ••••.... 
District 7C-West Central •••.••... 
District 8-West ...•...... •. ..... 
District _9-N orth ...•..... . .. •. .. • 
District tO-Panhandle ••......••.. 
January February 
6 5 
8 6 
30 30 
295 263 
23 28 
4 
227 
122 
269 
72 
61 
136 
197 
104 
35 
9 
52 
87 
148 
1 
174 
474 
344 
2 
10 
42 
so 
143 
127 
33 
35 
199 
74 
404 
125 
134 
5 
188 
132 
277 
83 
55 
147 
202 
95 
36 
9 
53 
105 
157 
1 
161 
489 
338 
2 
10 
44 
59 
144 
130 
26 
33 
194 
66 
401 
134 
137 
Total Texas .... .... .•.. • .. •••.. 1,366 1,368 
March 
5 
6 
25 
267 
26 
1 
1 
190 
129 
263 
75 
60 
142 
202 
106 
31 
6 
46 
1 
95 
146 
1 
152 
484 
327 
2 
7 
41 
65 
146 
115 
29 
35 
198 
53 
408 
135 
137 
1,362 
April 
3 
6 
32 
256 
21 
3 
1 
257 
134 
312 
83 
52 
143 
195 
103 
31 
6 
38 
1 
93 
121 
1 
141 
482 . 
291 
1 
9 
44 
46 
144 
101 
17 
34 
164 
51 
397 
129 
118 
1,245 
May 
4 
6 
35 
267 
18 
2 
I 
275 
137 
314 
84 
71 
165 
236 
130 
26 
5 
51 
I 
93 
109 
I 
134 
486 
241 
2 
6 
43 
45 
137 
106 
16 
42 
159 
57 
393 
135 
127 
1,260 
June 
7 
7 
27 
232 
20 
3 
1 
238 
151 
310 
85 
58 
153 
211 
120 
23 
8 
64 
3 
93 
97 
1 
141 
461 
239 
2 
6 
37 
35 
123 
95 
16 
34 
177 
50 
377 
153 
112 
1 ,209 
July 
2 
6 
27 
232 
20 
4 
1 
221 
156 
300 
88 
69 
139 
208 
123 
28 
6 
54 
3 
86 
72 
3 
155 
457 
208 
2 
6 
34 
49 
114 
96 
21 
49 
170 
61 
365 
150 
100 
1,209 
August 
3 
5 
31 
265 
17 
4 
1 
237 
139 
280 
93 
60 
136 
196 
136 
33 
5 
52 
3 
91 
103 
3 
164 
499 
264 
3 
6 
34 
50 
110 
98 
15 
41 
160 
82 
324 
140 
96 
1,150 
September October 
3 3 
4 4 
30 27 
247 254 
19 22 
4 
1 
224 
157 
291 
94 
78 
142 
220 
123 
29 
6 
47 
3 
91 
86 
2 
162 
509 
248 
2 
6 
37 
48 
120 
94 
21 
36 
196 
87 
378 
176 
121 
1,314 
4 
1 
225 
135 
310 
98 
86 
143 
229 
142 
32 
7 
36 
3 
96 
80 
2 
154 
523 
229 
2 
7 
35 
51 
115 
95 
29 
48 
188 
83 
372 
169 
110 
1,295 
November Decem 
4 2 
4 3 
26 25 
227 206 
17 14 
4 
1 
255 
143 
303 
93 
82 
159 
241 
140 
38 
10 
43 
6 
103 
95 
1 
169 
545 
248 
2 
7 
39 
51 
136 
100 
24 
43 
175 
86 
459 
173 
98 
1,384 
4 
1 
234 
138 
302 
86 
75 
161 
236 
135 
34 
7 
35 
7 
95 
105 
152 
540 
245 
2 
7 
33 
43 
125 
111 
21 
42 
167 
90 
479 
181 
106 
1,398 
DRILLING RIGS IN USE IN THE UNITED STATES DURING 1949 (STATE OR DISTRICT), 
BY MONTHS-Continued 
State or District January February March April May June July AUII:'USt September 
Utah 
·· ···· ·· ········ ·· ······ ······ 
13 14 14 16 18 15 15 1:' 10 
Virginia •..•.• . .•. , ••........••.•.• .. .. 
Washington ..•... . .••.... . .•. • . •. .• 
West Virginia ...•...•..... .•• .• . .• • 336 317 302 284 240 224 228 231 246 
Wyoming ... , ........... ........... 113 116 96 99 94 99 95 90 80 
U . S . total. . •• •••.•• . . .• •....••• 4,511 4 ,490 4,368 4,265 > 4,276 4,097 4,015 4 ,118 4,258 
Oil-Industry Drilling Activity at Record Level in 1949 
DRILLING OPERATIONS AND AVERAGE PRICE OF CRUDE OIL 
IN THE UNITED STATES, 1946-1949 
Year 
1949 •••••••••.. 
1948 .•..••.• •••• 
1947 •••••••••.•• 
1946 • ••••.•.•••• 
Total 
WeiJa 
Drilled 
37,633 
37,358 
30,893 
26,988 
Average Price 
Per Barrel of 
Crude Oil 
(Dollars) 
$2.54 
2.60 
1.93 
1.41 
Major Fields Discovered In U . S. 
South Cuyama, California 
Scurry County, Texas; Russell Ranch, California 
Elk City, Oklahoma 
• 
October November Decemb 
13 12 8 
1 1 1 
1 1 
222 256 242 
90 106 91 
4,247 4,485 4,355 
5,000 Miles of Exploratory Dry Holes Are Drilled in Search for Oil m 1949 
OIL, GAS, AND CONDENSATE WELLS AND DRY HOLES DRILLED IN THE UNITED STATES AS 
EXPLORATORY TESTS IN 1949 
Oil Producers Gas Producers 
Condensate 
Producers Total Producers Dry Holes 
~
Total Producers and Dry Holes 
State 
Alabama ...•.•....... • •. 
Arizona ••... • .......... • 
AJokansaa •.•• , •••••• , ••• 
California ..••.. • •...•••• 
Colorado ••....••.•.••.•• 
Florida •• • •....•. . ......• 
Georgia • • .. . ..•......•... 
Illinois •••... ••..• ......• 
Indiana •......•. , ..••... 
Kansas •. ... .... . • · ... • . . 
K entucky •...... .. .... .• 
Louisiana . . . .. .. .. ... ..• 
Maryland ............ ••. 
Michigan • ... •. .. • ....... 
MississiPpi , .. •... . .. .. .• 
M.issouri • •• .....•.. ••• .. 
Montana •••... •. .. • ..• •• 
Nebraska ••..• . . ...•...• 
New Mexico , .•....... .. . 
New York ... ..•. ........ 
North Carolina ...... ..•. 
North Da kota ......•. • .. . 
Ohio ••••..... •..•• .. .•. 
Oklahoma • ..... . .. • ..... 
Oregon ..... • ... . • ....•. 
Pennsylvania .. . .. ..•••.. 
South Dakota . . . . . . .... . . 
Tennessee . . . ....... . ... . 
Texas ••.... .. • . . .. •... • 
Utah •• • •••.•.. . •.•• •• .• 
Vir~rlnla .• • ... . . . ..••... 
~::~'\',~~in,~· : : : : : : : : : : : 
Wyomln1r •.••.•••..••... 
,..----A-----. ~
Number Number 
of Wells Foota~re of Wells 
0 0 0 
0 0 0 
11 50,801 3 
60 206,863 13 
1 435 1 
1 11,585 
0 0 
96 203,143 
61 93,885 
127 420,339 
36 56,774 
71 614,909 
0 0 
26 59,286 
8 59,711 
0 0 
8 21,977 
2 4,567 
23 182,614 
0 0 
0 0 
0 0 
6 14,162 
143 558,469 
0 0 
0 0 
0 0 
6 6,542 
676 3,145,165 
2 18,249 
2 4,818 
0 0 
1 1,167 
39 214,999 
0 
0 
4 
7 
14 
13 
10 
1 
4 
0 
0 
4 
I 
2 
0 
0 
0 
10 
24 
0 
18 
0 
1 
117 
0 
7 
0 
30 
1 
Footage 
0 
0 
12,033 
56,706 
4,223 
0 
0 
2,902 
7,816 
40,402 
17,409 
89;603 
4,910 
10,397 
0 
0 
9,396 
5,195 
15,247 
0 
0 
0 
29,053 
74,604 
0 
76,028 
0 
1,653 
583,037 
0 
28,205 
0 
113,986 
7,207 
U . S. total. • .•.. .. .... .. 1,406 5,950,460 285 1,190,012 
~
Number 
of Wells 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 
0 
41 
0 
0 
3 
0 
0 
0 
0 
0 
0 
0 
0 
2 
0 
0 
0 
0 
92 
0 
0 
0 
0 
0 
Footage 
0 
0 
7,403 
0 
0 
0 
0 
0 
0 
0 
0 
434,593 
0 
0 
25,433 
0 
0 
0 
0 
0 
0 
0 
0 
10,922 
0 
0 
0 
0 
740,867 
0 
0 
0 
0 
0 
139 1,;!19,218 
2 Average per-well footage given only where 25 or more wells drilled in a state. 
~
Number 
of Wells 
0 
0 
15 
73 
2 
Footage 
0 
0 
70,237 
263,569 
4,658 
1 11,585 
0 0 
100 206,045 
68 101,701 
141 460,741 
49 74,183 
122 1,139,105 
1 4,910 
30 69,683 
11 85,144 
0 0 
12 31,373 
3 9 ,762 
25 197,861 
0 0 
0 0 
0 0 
16 43,215 
169 '643,995 
0 0 
18 76,028 
0 0 
7 8,195 
885 4,469,069 
2 18,249 
9 33,023 
0 0 
31 115,153 
40 222,206 
1,830 8,359,690 
Holes 
15 
4 
109 
515 
50 
21 
8 
695 
364 
539 
134 
315 
0 
320 
105 
13 
54 
11 
70 
14 
1 
4 
36 
656 
1 
29 
6 
40 
2,893 
24 
3 
2 
26 
151 
Footage 
81,826 
11,818 
378,723 
1,874,932 
198,972 
133,465 
15,536 
1,417,253 
717,623 
1,844,857 
236,959 
2,322,773 
0 
691,596 
724,019 
6,867 
184,909 
41,102 
293,361 
33,105 
1,280 
14,874 
118,546 
2,328,918 
6,480 
103,123 
16,869 
33,894 
11,608,832 
135,799 
19,149 
4,910 
118,271 
717,960 
7,228 26,438,601 
Number 
15 
4 
124 
588 
52 
22 
8 
795 
432 
680 
183 
437 
1 
350 
116 
13 
66 
14 
95 
14 
1 
4 
52 
825 
1 
47 
6 
47 
3,778 
26 
12 
2 
57 
191 
Footage 
81,826 
11,818 
448,960 
2,138,501 
203,630 
145,050 
15,536 
1,623,298 
819,324 
2,305,598 
311,142 
3,461,878 
4,910 
761 ,279 
809,163 
6 ,867 
216,282 
50,864 
491,222 
33,105 
1,280 
14,874 
161,761 
2,972,913 
6,480 
179,151 
16,869 
42,089 
16,077,901 
154,048 
52,172 
4,910 
233,424 
940,166 
9,058 34,798,291 
Authority: Frederic H. Lnhee, In Bulletin of the American Association of Petroleum Geologists. 
Extensive Exploratory Drilling Program AsstJres Adequate U.S. Reserves 
NUMBER OF EXPLORATORY HOLES DRILLED IN THE UNITED STATES, BY STATES AND 
BY CLASSES, 1949 
Outposts 
~
State 
Pro- Dry 
ducers Holes 
Alabama . . .••. . •. . • . .. . 
Arizona •...•..... • .. .. • 
Arkansas o. o o • • o •••• o • • • 
California .. .. . .. . .. •• .• 
Colorado o o ••••••• o o o • • o 
7 8 
41 60 
Florida 
Georgia 
Illinois 
Indiana 
Kansas 
Kentucky •.....•..•....•. 
Louisiana o •••••••••••••• 
Maryland ....... o • •••••• 
Michigan o •• • ••••••• • o o. 
Mississippi . ; .•. o • o o . .... 
Missouri ...... o. o •• •• • • 
Montana .. o • •• ••• • ••••• 
Nebraska . ...... o • • • ••• o 
New Mexico .•.••. , o o o o• 
New York .•...•. . .•• ..• 
North Carolina .• • o •••••• 
North Dakota .•• ...• • ••• 
65 
6 
51 
9 
56 
6 
2 
2 
11 
Ohio • . . .• . .. . .• . . .. . • • • 7 
Oklahoma . . . . . . • . . . • . • • 69 
Oregon • •. • .•. ..•• . o o. o o 
Pennsylvania .. . o • • • • • • • • 7 
South Dakota ... • ......• 
Tennessee ••... •• o o • • • • • 5 
Texas • • • . . . . . . . • . . . . . • • 299 
Utah •.•. •• . . .........•• 
Vlr~rlnla • . . . . . . • • . . . . . •• 3 
Washington .•..•...... •• 
West Vir~rinla . . • • . . . . . • • 12 
Wyoming ......••. o • • o •• 9 
U. S. total.......... 668 
5 
302 
10 
88 
11 
81 
56 
9 
12 
6 
1 
2 
188 
9 
4 
588 
3 
8 
32 
1,484 
New·Pool 
Wildcats 
~
Pro- Dry 
ducer.s Holes 
1 
1 13 
19 84 
4 
27 
60 
23 
16 
7 
5 
2 
1 
55 
6 
222 
2 
9 
10 
469 
49 
81 
220 
26 
38 
46 
6 
10 
2 
1 
1 
201 
5 
599 
1 
15 
1,399 
Deeper-Pool 
Testa 
,....----A-----
Pro- Dry 
ducera Holes 
1 2 
9 33 
5 
10 
5 
2 
5 
2 
1 
1 
1 
8 
73 
5 
130 
1 
37 
3 
10 
16 
4 
7 
1 
6 
3 
10 
7 
1 
224 
7 
372 
.. Includes new-pool wildcats, deeper-pool testa, and ahallower-pool teats. 
Shallower-
Pool Tests 
,....----A-----
Pro· Dry 
ducers Holes 
2 
2 
1 
1 
2 
40 
2 
4 
57 
2 
5 
4 
16 
2 
30 
Total New-
Pool Tests 1 
,....----A-----
Pro- Dry 
ducers Holes 
1 
2 15 
28 119 
11 
37 
65 
27 
22 
8 
2 
7 
1 
4 
3 
65 
7 
335 
2 
11 
19 
656 
1 
91 
84 
220 
36 55 
50 
6 
17 
3 
7 
4 
215 
12 
1 
839 
3 
22 
1,801 
New·Field 
Wildcats 
,....----A-----
Pro- Dry 
ducers Holes 
14 
4 
6 86 
4 336 
2 44 
24 
25 
25 
13 
44 
1 
16 
7 
3 
2 
10 
6 
35 
4 
2 
251 
2 
4 
8 
12 
506 
20 
8 
302 
270 
231 
87 
179 
214 
90 
13 
25 
8 
57 
13 
1 
4 
30 
253 
1 
8 
6 
35 
1,466 
21 
3 
2 
15 
97 
3,943 
Authoritv: Frederic H. Lahee, In Bulletin of the American Association of Petrole"m Geologists. 
Total Explor-
atory Holes 
~
Pro- Dry 
ducers Holes 
15 
4 
15 109 
73 515 
2 50 
100 
68 
141 
49 
122 
1 
30 
11 
12 
3 
25 
16 
169 
18 
7 
885 
2 
9 
31 
40 
1,830 
21 
8 
695 
364 
539 
134 
315 
320 
105 
13 
54 
11 
70 
14 
1 
4 
36 
656 
1 
29 
6 
40 
2,893 
24 
3 
2 
26 
151 
7,228 
Average 
Depth • 
3,621 
3,637 
3,916 
2,042 
1,897 
3,391 
1,700 
7,922 
2 ,175 
6,975 
3,277 
5·,i7i 
3,111 
3,604 
3,812 
896 
4 ,256 
5,925 
4,095 
4,922 
3,842 
Total 
Explora-
tory 
Holes 
15 
4 
124 
588 
52 
22 
8 
795 
432 
680 
183 
437 
1 
350 
116 
13 
66 
14 
95 
14 
1 
4 
52 
825 
1 
47 
6 
47 
3,778 
26 
12 
2 
57 
191 
9,058 
CLASSIFICATION OF EXPLORATORY WELLS 
... "' ~ ;'i: f-
a_ :s c:l ~ o cu 
- wb .~ a<:.:: baq:: Ill ... c:..Q .... 
. S:lra 0 fkg 
S~cf::'>~"'g Qr3~z~~a. 
2a 
2b 
2c 
3 
I . Classification 
when Drilling 
is started 
A 
Outpost 
(Extension test) 
Shallower-pool test 
Deeper-pool test 
New-pool wildcat 
New-field wildcat 
II. Classification alter Completion or Abandonment 
3 
Successful Unsuccessful 
B c 
Extension well 
(Sometimes a new-pool 
discovery well) 
Dry outpost 
(Dry extension test) 
Shallower-pool 
discovery well 
(Sometimes shallower- ! 
pool extension well) : 
.. 
2a 
Deeper-pool 
discovery well 
(Sometimes deeper-
pool extension) 
0 2b 
New-pool 
discovery wildcat 
(Sometimes an 
extension well) 
0 
~ 
~ 
.. 
~ 
~ 2c 
Q 
3 
Dry shallower-
pool test 
Dry deeper-
pool test 
Dry new-pool 
wildcat 
New-field 
discovery wildcat 
Dry new-field 
wildcat 
Authority: Frederic H. Lahee, In B~tlletin of the American Association of P etrole!lm Geologists. 
u. s. TOTAL AND PERCENTAGE EXPLORATORY DRILLING BY 
CLASSES, 1947, 1948, AND 1949 
1949 1941,\ 1947 
Well Class Well Class Well Class 
Per Per Per Per Per Per 
Number Cent Cent Number Cent Cent Number Cent Cent 
Outposts : 
Producers 668 31.04 490 27.74 489 31.71 
Dry holes . : : : : : : : : : : : 1,484 68.96 1,276 72.26 1,055 68.29 
Total 
········· ····· ·· 
2,152 100.00 23.76 1,766 100.00 22.04 1,542 100.00 22.76 
New-pool wildcats: 
Producers .. .. ... .... 469 25.11 325 22.12 324 26.64 
Dry holes ....... .... 1,399 74.89 1,144. 77.88 892 73.36 
Total ..... .......... 1,868 100.00 20.62 1,469 100.00 18.33 1,216 100.00 17.95 
Deeper-pool tests: 
Producers 130 25.89 117 27.02 145 29.06 
Dry roles . : : : : : : : : : : : 372 74.11 316 72.98 354 70.95 
Tota .. ... . . ..... . .• 502 100.00 5.54 433 100.00 5.40 499 100.00 7.37 
Shallower-pool tests: 
Dry holes . . ........ .• 57 65.52 30 58.82 26 68.42 
Producers .. ... .... .. 30 34.48 19 41.18 12 31.58 
Total •• • • •• •• •• •• 0 •• 87 100.00 0 .96 49 100.00 0 .61 38 100.00 0.56 
New-field wildcats: 
Producers 506 11.37 501 11.66 394 11.32 
Dry holes . : : : : : : : : : : : 3,943 88.63 3 ,795 88.34 3,086 88.68 
Total ........ ... .... 4,449 100.00 49.12 4,296 100.00 53.62 3,480 100.00 51.36 
Total oroducers 1 ,830 20.20 1,463 18.25 1,378 20.34 
Total dry holes . : : : : 7,228 79.80 6,550 81.75 5,397 79.56 
Grand total e ooo oo o o 9,058 100.00 100.00 8,013 100.00 100.00 6,775 100.00 100.00 
Wildcat Drilling Has One Chance in Nine to Succeed 
Year 
1949 
1948 
1947 
1!146 
RELATIVE SUCCESS OF U. S. EXPLORATORY DRILLING, 
1946-1949 
New-Field Wildcats 
Number of 
Dry Holes for 
Each Producer 
... .• .. •. . ..•.. .•. •.. •. • .••• 7.79 
. . . ... ..... .... . . ...... ... . . 7.57 
•••...... .. . .... ..•.. .....•• 7.80 
•..... • .......... . .. . ... .... 8 .39 
Percentage of 
Successful 
Wells 
11.37 
11.66 
11.32 
10.65 
All Exploratory Drilling 
Number of 
Dry Holes for 
Each Producer 
3.95 
4.50 
3.90 
4.06 
Percentage of 
Successful 
Wells 
20.20 
18.25 
20.34 
19.76 
New Field Discoveries at 4 Year High in 1949 
STATISTICS ON u. s. EXPLORATORY DRILLING, BY CLASSIFICATION • AND BY YEARS, 1946-1949 
A B c D E F G H I J K 
Number 
of Dry Number 
Ex- of Feet 
ploratory Drilled in 
Holes Dry Holes Average 
Successful Exploratory Wells Drilled For Each Deptb of 
Total Ex- For Eacb Total Total Foot in Total Exploratory 
"B" is Number ploratory Producer Footage in Footage in Producers Exploratory Well 
New-Field Wbat of Dry Wells ("D" Successful Dry ("H" Footage ("J" 
Total Producers Discovery Per Cent Exploratory ("A" Plus Divided Exploratory Exploratory Divided ("G" Plus Divided 
Year ,-------A------ Wells of"A, Holes "D") by"A") Wells Holes by " G") "H") by "E") 
1949 • • . • . • • • . • • • 1,406 oil 1,830 506 27.6 7,228 
285 gas 
139 cond. 
9 ,058 3 .95 8,359,690 26,438,601 3.16 34,798,291 3,842 
1948 .• •••••••••• 1,098 oil 1,463 
255 gas 
110 cond. 
501 34.2 6,550 8,013 4.48 7,179,450 25,561,647 3 .56 32,741,097 4,086 
1947 . ••.•..•••• • 981 oil 1,378 394 28.6 5,397 6,775 3.90 6 ,166,163 20,227,185 3.28 26,393,348 3,896 
325 gas 
72 cond. 
1946 .• •.•••• .•• • 762 oil 1,137 333 29.3 4,622 5,759 4.06 5,286,711 16,911,032 3.18 22,197,743 3,854 
272 gas 
103 cond. 
Extensive Drilling Program Assures Nation's Oil Future 
NUMBER OF WELLS COMPLETED AND NUMBER OF WELLS PRODUCING, BY MAJOR AREAS 
OF THE UNITED STATES, 1946-1949 
EASTERN MID CONTINENT GULF COAST 
Wells Completed Wells Completed Wells Completed 
Producin~r Producing ----, Producing 
Oil Wells at Service Oil Wells at Service Oil Wells at Service 
Year End of Year Oil Gas Dry Wells Total End of Year Oil Gas Dry Wells Total End of Year Oil Gas Dry Wells 
1949 4,802 1,126 3,675 1,256 10,859 12,786 1,400 6,949 126 21,261 1,700 201 1,002 
1948. ::::::: : 190,160 5,587 1,420 3 ,494 2,117 12,618 187,720 11 ,920 1,169 6,627 133 19,849 19,770 1,514 154 979 20 
1947 ••....... 189,400 5,139 1,674 2,884 2,212 11,909 180,640 8,972 1,281 5,335 68 15,656 19,010 1,352 126 672 .... 
1946 .. . . . . . .• 190.560 5,410 1,642 2,663 2,183 11,898 177,640 6,892 1,108 4,112 54 12,166 18,000 1,463 ISO 690 .... 
. • 
Total 
2,903 
2 ,667 
2,150 
2,303 
DRILLING RIGS IN USE IN THE UNITED STATES, BY YEARS 
AND BY MONTHS, 1946-1949 
Jan- Feb- Sep- Oc- Novem- De-
Year uary ruary March April May June July August tember tober her cember 
1949 .• . 4,511 4,490 4,368 4,265 4 ,276 4,097 4,015 4 ,118 4,258 4,247 4,485 4,355 
1948 ..• 4,699 4,542 4,626 4,989 5,067 5,090 5,013 5,058 5,116 5,229 5,060 4,908 
1947 ... 4,390 4,402 4,379 4,470 4,603 4,802 4,992 5,163 4,979 4,897 4,871 4,945 
1946 . • . 4,337 4 ,229 4,212 4,405 4 ;399 4,124 4,235 4,201 4,474 4,410 4,551 4,654 
Drilling Effort Pays Off m New Discoveries 
NEW OIL, GAS, AND DISTILLATE FIELDS AND PAY HORIZONS 
FOUND ANNUALLY IN THE UNITED STATES. 1946-1949 
1949 1948 1947 1946 
Total new fields and pays.. 1230 
Total new fields found . . . . 866 
Total new pays found..... 364 
New oil sources found: 
Total . . • • . . . . . . . . . . . 959 
New fields . . . . . . • . . . 675 
New pays •..... . .... 284 
New gas sou1·ces found: 
Total . . . . . . . . . . . . . . . 150 
New fields . . . • . . . . . . 122 
New pays . . . . . • . . • • . 28 
New distillate sources found: 
Total . . . . . . . . . . . . . . . 121 
New fields . . . . . . . . . . 69 
New pays • . . . . . . . . . . 52 
1192 979 688 
792 576 412 
400 403 276 
917 736 513 
610 436 308 
307 300 205 
160 145 104 
112 96 75 
48 49 29 
115 98 71 
70 44 29 
45 54 42 
Texas Ranking State in Number of Producing Oil Wells 
U. S. PRODUCING OIL WELLS, BY STATES 
NUMBER OF PRODUCING WELLS AS OF DECEMBER 31 
State 
Arkansas ... . ~ ......... . 
California ............. . 
Colorado .•.••. • ••.•. • •. 
Illinois .. • ..••....••. .. . 
Indiana . .. . . . ......... . 
Kansas . . . . .......... . . 
Kentucky ...• • .. • ..... . 
Louisiana: 
Gull Coast ...•..••... 
North Louisiana . . ... . 
Total Louisiana •...• 
. 
Michigan •.••••.••.• . ... 
Mississippi ......... . .. . 
Montana .............. . 
Nebraska .............. . 
New Mexico . .......... . 
r· York .••..••.•..•.. 
("• ) ....... .......... . 
Gh.: 1h ·· ; tta •.• • .• • ••• •• .. 
Peunsylvania ........ . . . 
Texas: 
East Texa·s .. .. ...... . 
Gull Coast . • .. • ••.... 
West Texas ......... . 
Rest of state . ....... . . 
1948 
3,670 
26,460 
700 
26,500 
2,780 
27,900 
14,750 
4,170 
5,600 
9,770 
3,550 
1,320 
3,100 
50 
5,370 
23,100 
20,000 
53,000 
82,000 
22,900 
15,600 
23,600 
51,000 
Total Texas . . . . . . . . ll3,100 
West Virginia ....••. • .. 
Wyoming ............. . 
Other states · • ..•.... .. . 
16,000 
4,600 
160 
1947 
3,590 
24,420 
600 
25,670 
2,300 
27,500 
14,780 
3,910 
4,790 
8,700 
3,540 
1,120 
2,890 
60 
5,000 
22,500 
19,500 
52,200 
83,600 
23,200 
15,100 
21,000 
48,300 , 
107,600 
16,250 
4,320 
140 
1946 
3,350 
23,180 
420 
25,600 
2,100 
26,100 
14,650 
3,600 
4,460 
8,060 
3,520 
790 
2,750 
60 
4,690 
23,600 
20,480 
52,170 
83,200 
23,500 
14,400 
19,000 
49,000 
105,900 
16,500 
4,220 
120 
U. S. total. ••.•• • ••. 437,880 426,280 421;460 
Drill Finds Oil Almost 3 Miles Below Surface of Earth 
U. S. WELL-DEPTH RECORDS, BY STATES AND DISTRICTS 
Drilling-Depth Records Producing-Depth Records 
State and District 
Wyoming •..•••......•..• 
California ............... . 
Oklahoma •••••. • •••••...• 
Upp~r Texas Coast .••••.... 
East Texas . . ... . ....... . . 
South Louisiana . . ........ . 
L'!w~r Te~as Coast . ....... . 
MlSSJSSlppl ' 0 •• • ••• 0 •• 0 •••• 
Alabama ••.•........ • . • . • 
Florida .•..•............. 
South Central Texas •••• • .. 
West Texas ..•••.••••.••• 
New Mexico (Southeast) ... 
Texas Panhandle ......••. 
Southwest Texas ........ . 
Utah ••••••••.•..•.•••••• 
North Texas ..•.......••.• 
North Louisiana .. . ...... . 
Colorado ••..••.......•... 
East Texas (Border) . .•.... 
Montana •••.••••••••••••• 
Arkansas ..... . ......... . 
Michigan ................ . 
Washington .. . •.• • • . •..•• 
Pennsylvania ............ . 
North Dakota .. • ........•. 
North Carolina ......••.... 
West Virginia ••...••••.•• 
New Mexico (Northwest) ..• 
Oregon •.................. 
Virginia •••••..•. · ....... . 
New York .••..••••••••... 
Kansas ................. . 
Maryland .•.........••.•• 
South Dakota .•..•........ 
North Central Texas ..•.••.. 
Ohio •••••.....•.••••.... . 
Georgia ••••. . •.••••••••.• 
Illinois ••••.•••..•.••...• 
Arizona ................. . 
Nebraska .••••.••....•. • • 
Western Kentucky .•..... . 
Indiana ••.•.••••••. •. • • .. 
Tennessee ............... . 
Eastern Kentucky · . ....... . 
Iowa ......... . .. . ...... . 
Missouri •••..••..•••..... 
Feet 
20,521 
18,734 
17,823 
16,655 
16,347 
16,106 
16,006 
15,730 
15,668 
15,455 
15,301 
15,279 
14,716 
14,278 
14,033 
13,766 
13,352 
12,952 
12,702 
12,221 
11,519 
11,440 
11,012 
11,002 
10,312 
10,281 
10,054 
10,018 
9,466 
9,263 
9,229 
8,626 
8,243 
8,165 
8,000 
7,980 
7,889 
7,490 
7,207 
6,863 
6,846 
6,686 
6,408 
5,750 
5,743 
5,305 
4,740 
Year 
1949 
1949 
1947 
1945 
1949 
1948 
1947 
1947 
1949 
1947 
1945 
1944 
1949 
1949 
1948 
1949 
1947 
1942 
1946 
1946 
1949 
1948 
1948 
1947 
1949 
1938 
1946 
1941 
1945 
1946 
1949 
1944 
1947 
1941 
1943 
1945 
1933 
1944 
1940 
1949 
1938 
1949 
1946 
1947 
(2) 
1930 
1941 
Formation 
Upper Cretaceous 
Upper Miocene 
Pennsylvanian 
Lower Cretaceous 
Smackover 
Miocene 
Frio 
(') 
(') 
Lower Cretaceous 
Lower Cretaceous 
Ellenburger 
Salt 
Pennsylvanian 
Simpson 
Smackover 
Pennsylvanian 
Smackover 
Cambrian 
Smackover 
Cambrian-Ordovician 
(') 
Upper Cambrian 
Devonian 
Granite 
Queens ton 
Quartzite 
(') 
(') 
Ordovician 
Arbuckle 
Helderberg 
Ordovician 
Ellenburger 
Clinton 
Cretaceous 
St. Peter 
(') 
Pennsylvanian 
Knox 
Trenton 
Granite 
Red Medina 
Cambrian 
Cambrian 
Feet 
14,307 
15,530 
15,510 
12,026 
10,312 
14,467 
11,192 
13,082 
3,624 
11,588 
9,018 
13,130 
12,600 
8,970 
9,984 
9,392 
8,940 
10,789 
7,198 
7,586 
7,560 
9,320 
5,064 
8,020 
8,410 
8,875 
5,229 
6,200 
4,456 
6,065 
5,839 
4,780 
4,554 
3,047 
3,011 
1,790 
5,170 
1,444 
Year 
1948 
1949 
1948 
1948 
1942 
1949 
1945 
1947 
1945 
1948 
1946 
1949 
1949 
1949 
1949 
1949 
1946 
1948 
1941 
1946 
194,9 
1944 
1946 
1946 
1946 
1945 
1942 
1947 
1949 
1940 
1946 
1943 
1949 
1948 
1946 
1948 
1932 
1940 
Formation 
Second Frontier 
Eocene 
Viola 
Lower Frio 
Pettit 
Wilcox 
Glen Rose 
Eutaw 
Lower Cretaceous 
Edwards 
Ellenburger 
Devonian 
Mississippian 
Basal Tertiary 
Ellenburger 
Smackover 
Morrison 
Travis Peak 
Dakota 
s ·mackover 
Richfield 
o~isic"a:.;y-
O~isk"a~y· 
Paradox 
o~isk·a·,;y-
Cherokee 
Huntersville 
Mississippian 
Clinton 
T~~;,.t~~. 
Tbird Dakota 
McCloskey 
McCloskey 
Knox 
Devonian 
55 Per Cent of All "Dry" Gas Wells m Pennsylvania and 
West Virginia 
State 
Arkansas 
California .... . 
Colorado ..... . 
Illinois ....•.. 
Indiana ..... . . 
Kansas ...... . 
Kentucky 3 •..• 
Louisiana .... o 
Michigan .. . . . 
Mississippi 
Missouri 
Montana ..... o 
New Mexico .. . 
New York .. . . 
Ohio ........ . 
Oklahoma . . ... . 
Pennsylvania .. 
Texas o o ••• o •• 
West Virginia . . 
Wyoming ..... 
Other states 4 •• 
U. S. NATURAL-GAS WELLS, BY STATES 
1947 
160 
350 
20 
100 
830 
2,700 
3,350 
2,100 
760 
60 
100 
700 
220 
1,700 
7,190 
3,250 
19,100 
5,000 
15,800 
150 
30 
1946 
180 
310 
20 
90 
840 
2,400 
3,390 
2,000 
750 
30 
110 
650 
170 
1,830 
7,200 
3,000 
19,500 
4,800 
15,300 
140 
30 
1945 
180 
250 
20 
80 
820 
2,220 
3,250 
1,900 
640 
20 
110 
620 
150 
1,850 
7,000 
2,680 
19,300 
4,400 
15,000 
140 
30 
(As of December 31) 
1944 
180 
200 
20 
80 
810 
2,040 
3,090 
1,820 
630 
20 
110 
580 
130 
1,990 
6,950 
2,450 
19,000 
3,800 
14,720 
130 
30. 
1943 
190 
170 
20 
80 
950 
1,990 
2,850 
1,790 
560 
20 
110 
500 
120 
2,000 
6,900 
2,330 
18,600 
3,560 
14,310 
120 
30. 
1942 
200 
130 
20 
80 
940 
1,950 
2,650 
1,730 
520 
20 
120 
460 
120 
2,000 
6,750 
2,250 
18,500 
3,460 
14,100 
.120 
30. 
1941 
200 
110 
20 
90 
950 
2,090 
2,570 
1;640 
450 
20 
130 
450 
110 
2,030 
6,700 
2,400 
18,300 
3,400 
13,700 
110 
30' 
1940 
190 
90 
20 
90 
970 
2,100 
2,400 
1,530 
350 
30 
120 
410 
100 
2,030 
6,300 
2,430 
18,130 
3,150 
13,300 
110 
30. 
1939 
190 
80 
20 
80 
960 
2,140 
2,340 
1,520 
310 
30 
110 
370 
90 
2,040 
6,270 
2,420 
18,100 
3,120 
13,200 
110 
30. 
1938 
190 
70 
20 
80 
1,010 
2,290 
2,340 
1,560 
260 
60 
120 
350 
70 
2,000 
6,200 
2,480 
18,540 
3,160 
12,840 
100 
30 
1937 
190 
60 
20 
70 
970 
2,500 
2,510 
1,600 
350 
90 
150 
380 
70 
2,090 
6,340 
2,630 
19,130 
2,940 
12,800 
130 
30 
U. S. total. .. 63,670 62,740 60,660 58,780 57,200 56,150 55,500 53,880 53,530 53,770 55,050 
'Number of wells producing "dry" (not casinghead) gas. 
a T-ennessee included with Kentucky. 
'North Dakota, South Dakota, Utah, and Virginia, 1942 through 1947; North Dakota, South Dakota, 
Utah, Virginia, and Washington, 1939 through 1941; South Dakota, Utah, and Washington, 1937 
and 1938. 
• Latest data available. 
MARKETED PRODUCTION OF NATURAL GAS IN MID CONTINENT, GULF COAST, ROCKY MOUNT AI 
AND CALIFORNIA AREAS, 1946-1948 
Arkan-
Year aaa 
1948 53,946 
1947 50,630 
1946 .... . ..... 45,177 
(Millions of Cubic Feet) 
MID CONTINENT GULF COAST ROCKY MOUNTAIN 
Miss Ia- New Louisl- Okla- Colo- Mon- Wyo-
sippi Mexico Total Kanaaa ana homa T e xas Total radp tan a ming Total 
59,899 194,749 308,594 245,189 686,061 480,573 2 ,289,923 3,701,746 8 ,967 36,551 52,424 97,942 
40,037 142,740 233,407 209,321 581,398 419,010 1,992,704 3,202,433 8,392 34,282 45,550 88,224 
7,225 119,262 171,664 165,725 525,178 380,938 1.776.148 2,847,989 6,728 30,713 33,266 70,707 
AVERAGE FOOT AGE OF NEW WELLS DRILLED, BY STATES, 1946-1949 
Alabama •...• •. •... •.• . .• ... ... .•• 
Arizona • • •.•... . • •. ... • .... . .. . . . • 
Arkansas ... • •.. . .. ... .. .... •....•• 
Calif<>rnia •..•.. . . . . ..•... .... . ..•• 
Colorado •••••. .. .• • .. . . • . .. . . . . ... 
Florida ••....• . . .. . .. . • ... .... . .•.• 
Georgia • • .... . ... . .. . •. .. .... .. . • • 
Illinois • . . . . . . . . • . ... . .....•... ••• 
Indiana ..... ... . .. . . .. .. . ... . . . ••. 
Iowa •.•....•.. .. . . . . . .. •... . .. . ... 
Kansas . • ... ..... . ... . . .... • . .. . . • 
~::id~~~ : :· : : : : : : : : : : : : : : : : : : : : :. : : : 
North .. . . .. .•. . ... • . .. .• .. . . • . 
South . . . . . . . • . . ..• . .... . ... :. 
Maryland • . .. . . ... • ... . .. .. .. .... •• 
~~~~l:si~pi . : : : : : : : : : : : : : : : : : : : : : : : : 
Missouri ... . • .. .. . .. .. . . ..... .. . .. 
Montana .... .. .. . . . .. . ..... • .. . . .• 
Nebraska . .... .. .•. .. • .. . . .. ... .• 
Nevada •.• ....... .. ... . .. ..... . . •• 
New Jersey .. . .. . . . . .... . . ... ... .. • 
New Mexico ... .. .. . . .. • . ... . . . .. . 
New York ... . . . . • . . .. • . . . .. .... .. • 
North Carolina . .. • . ... . • . . ... . .. ..• 
North Dakota ....... ... .• . . . . . . .. .. 
Ohio , , ••.•... ..... . .. . .. . .. . .. . ··· • 
Oklahoma ••... ..•.. . .• • .. . .•.. ... • 
Oregon • .•.• . . . . .. .• ... ... . . . . .. .• 
Pennsylvania . . .. . .. .. . • .. . . . . .. ... 
South Dakota .....•• . .... .. . .. ... . • 
Tennessee • • . . ... . .. . ..• .. . .•... . . . 
Texas .......•. . .. .. . . . . .. .. ......• 
Panhandle •••.......... . . •. .. .. 
North Texas •• • •. . ... .. . . . . . . .. 
East and East Central. •. . . . . .... 
Upper Gulf •• • ••......•••••.... 
South Central and Southwest .. . . . 
West Central ••• • • • •••••••••••• 
VVest Texas . .............. . • • • 
Utah •••••• .. .. .. .. . . ..• .. ..•....• 
Virginia •.. . . . .. •.. .. •..... •. .. . . 
Washington . . . . . . . • . . .•. ... . ...•• 
West Virginia . ... ..... .. • . .. .... . .• 
Wyoming .... . .. . . ... . . . • . .. . .. . • • 
1949 1948 
4,807 
3,121 
3,921 
4 ,090 
4,397 
6,986 
3,109 
2,323 
1,868 
3,298 
1,853 
5,355 
3,255 
8,653 
4,900 
2,293 
7,282 
534 
2,498 
4,232 
4 ,502 
1,442 
5,293 
2,136 
3,618 
1,952 
2,134 
1,035 
4,189 
3 ,221 
2 ,843 
4,522 
5,972 
4 ,838 
4,554 
5,080 
4,995 
7,401 
9 ,344 
2,878 
4,731 
5,048 
630 
4,081 
3,570 
5,435 
6,663 
4,594 
2,617 
1,904 
3,379 
2,004 
4,932 
2,762 
8,976 
5,259 
2,287 
7,734 
403 
2 ,461 
4,965 
2,019 
2,380 
4,225 
1,442 
2,485 
3,689 
1,822 
1,365 
1,198 
4,325 
3,243 
2 ,992 
5,165 
8,492 
4,800 
4,418 
4,798 
4,009 
2,301 
5,003 
2,665 
4,264 
U. S. total. .. . . .. . . .. .. . .. • 3,635 3,579 
1947 
4,431 
4,117 
4,139 
5,549 
5,274 
3,754 
2,584 
1 ,776 
3,2so 
1,940 
5,262 
2,995 
8,862 
2 ,320 
8 ,420 
532 
2,309 
2,662 
4 ,316 
1,434 
6,370 
i,8·j(J 
3 ,177 
8,500 
1,827 
1,579 
4,391 
3,572 
2,823 
5,131 
6,452 
5,264 
3,519 
4,944 
5,039 
7,660 
2,798 
4 ,564 
3,547 
LPG Market Rises Dramatically 
1946 
4 ,081 
3,130 
3,954 
4,259 
6,338 
6,607 
4,221 
2,535 
1,793 
3,244 
1,758 
6,161 
4,014 
9 ,005 
7,710 
2,260 
7,426 
811 
2,420 
2,560 
3,899 
1,446 
5,235 
2,588 
3,224 
8,574 
1,781 
2,679 
809 
4 ,370 
3 ,050 
2,620 
5,343 
7,219 
5,365 
2,673 
4,958 
2,866 
2,685 
6,230 
2,789 
4,164 
3 ,481 
U. S. PRODUCTION AND VALUE OF LIQUEFIED PETROLEUM 
GAS, BY STATES, 1945-1948 
State 
Arkansas 
California 
Illinois 
Kansas . .. . ... . 
Kentucky 
Louisiana 
Michigan .•••... 
Mississippi ••••• 
~ontana •..•.•. 
New Mexico ••.• 
Ohio •• •. , .•• . .• 
Oklahoma ••••.• 
Pennsylvania •... 
Texas •• • •...•.. 
West Virginia •• 
Wyoming 
1948 
Production 
(Thou-
sands of 
Gallons) 
39,092 
269,644 
103,202 
28,617 
56,407 
179,442 
46 
18,339 
5,046 
31,396 
203 
197,131 
919 
1,123,225 
103,412 
24,577 
Value 
(Thou-
sands of 
Dollars) 
2,260 
16,961 
7,864 
1,731 
1,683 
11,215 
3 
922 
350 
1,234 
11 
10,980 
66 
50,433 
4,778 
1,551 
1947 
Production 
(Thou-
sands of 
Gallons) 
37,279 
230,635 
115,324 
27,648 
50,136 
147,097 
629 
3,207 
2,988 
20,748 
144 
165,602 
593 
984,860 
88,935 
15,993 
Value 
(Thou-
sands of 
Dollars) 
1,271 
7,901 
5,043 
978 
1,304 
7,090 
17 
159 
208 
703 
5 
5,700 
51 
32,724 
2,975 
691 
1946 
Production 
(Thou-
sands of 
Gallons) 
33,677 
176,311 
108,253 
18,925 
44,800 
118,421 
7,713 
1 ,973 
15,965 
131,076 
463 
684,459 
59,590 
7,719 
Value 
(Thou-
sands of 
Dollars) 
839 
4,933 
3,390 
467 
986 
4,243 
210 
109 
344 
2,955 
40 
15,587 
1,653 
323 
1945 
Production Value 
(Thou- (Thou-
sands of sands of 
Gallons) Dollars) 
32,109 833 
160,331 5,259 
120,969 4,074 
14,328 379 
37,484 817 
120,830 
8,320 
1,850 
11 ,757 
131,850 
593 
721,167 
34,367 
17,269 
4,669 
227 
110 
257 
3,276 
51 
20,067 
1,173 
802 
U. ·S. total. ..• 2 ,180,698 112,042 1,891,818 66,820 1,409,345 36,079 1,413,224 41,994 
CALI-
FORNIA Tot• 
Unit• 
Stat• 
570,954 5,148, 
560,510 4,582, 
487,904 4,030, 
Almost Half Million Wells Produce Oil in U. S. at End of 1949 
U. S. PRODUCING OIL WELLS, BY STATES AND BY TYPES 
DECEMBER 31,1946-1949 
Year 
of Oil 
Dis-
State covery 
Alabama •. ...... . 1944 
Arkansas . .... . . . . 1920 
California . . . . . . . . . 1876 
Colorado . . . . . . . . . . 1887 
Florida . . . . . . . . . . . 1943 
Illinois . . . . . . . . . . . 1889 
Indiana . .. . .. . , . . . 1889 
Kansas . ..... , . , . . 1889 
Kentucky . . . , .... . 186 0 
Louisiana . , , . ... , , 1902 
M!ch,lg~n , .. . , .. .. , 1900 
MISSlSSlppl . . • . . . • • t 933 
Missouri .. .. . , . . . . 1889 
Montana .... . , , . .. 1916 
Nebraska . . . . . . . . . 1939 
New Mexico ..... ... 1913 
New York ..... • , . . 1864 
Ohio .......... ... 1860 
Oklahoma ... . .. ... 1891 
Pennsylvania . . . . . . 1859 
Flow-
ing 
291 
2,373 
87 
5 
1949 
Arti-
ficial-
L ift 
39 
3,076 
22,127 
662 
6 
71 31,169 
35 3,739 
62 29,033 
14,895 
3 ,320 6,689 
387 
476 
39 
3,014 
60 
1,426 
3,268 
886 
45 
2,865 
62 
2,509 
22.800 
2t",740 
52,934 
83,700 
Total 
39 
3,367 
24,500 
749 
11 
31 ,240 
3 ,774 
29,095 
14,895 
10,009 
3,655 
1,362 
45 
2,904 
62 
5,523 
22,800 
21,800 
54,360 
83,700 
Flow-
ing 
340 
2,136 
113 
5 
58 
18 
143 
3,367 
296 
495 
24 
3,288 
65 
1 ,380 
1948 
Arti-
ficial-
Lift 
33 
3,040 
24,413 
611 
3 
30,261 
3 ,252 
24,975 
14,554 
5 ,508 
3,131 
737 
48 
3 ,140 
46 
2 ,004 
23,000 
22,945 
51,731 
84,000 
Total 
33 
3,380 
26,549 
724 
8 
30,319 
3 ,270 
25,118 
14,554 
8,875 
3,427 
1,232 
48 
3,164 
46 
5 ,292 
23,000 
23,010 
53,111 
.84,000 
Flow-
Ing 
378 
2 ,363 
127 
4 
1947 
Arti-
ficial-
Lift 
33 
2 ,992 
22,792 
411 
1 
68 28,405 
2 2,807 
85 26,846 
14,509 
3,168 4 ,516 
276 
416 
24 
3 ,636 
50 
1 ,485 
3 ,356 
636 
36 
2,455 
55 
1 ,395 
23,000 
22,825 
50,405 
82,800 
Total 
33 
3,370 
25,155 
538 
5 
28,473 
2 ,809 
26,931 
14,509 
7,684 
3,632 
1,052 
36 
2,479 
55 
5 ,031 
23,000 
22,875 
51,890 
82,800 
Flow-
ing 
1 
451 
1,894 
87 
2 
89 
4 
106 
3 
3,276 
340 
218 
26 
3,005 
65 
1,512 
194/0 
Arti- 'lj 
ficial-
Lift 
26 
2 ,836 
20,991 
293 
1 
28,907 
2 , 153 
27,139 
14,621 
4,819 
3,135 
568 
38 
2 ,573 
58 
1 ,594 
22,225 
22,907 
51 ,288 
82,998 
Total 
27 
3 ,287 
22,885 
380 
3 
28,996 
2,157 
27,245 
14,624 
8 ,095 
3,475 
786 
38 
2,599 
58 
4 ,599 
22,225 
22,972 
52,800 
82,998 
Tennessee ... . ... . 1816 
1896 
1912 
1943 
1850 
35 
39,122 75,645 
22 
35 
114,767 
22 
15 
15,900 
29 
71 ,673 
1 
15 
16,200 
29 
109,643 
3 
15 
16,200 
22 22 22 22 
Texas . ... .. . .. .. . 
Utah .... ........ . 
37,970 
2 
37,070 67,909 104,979 37,081 65,678 102,759 
Virginia .. . .. ... . . 12 12 15 15 
West Virginia . ... . 
15 
15,900 17,000 17,000 17 ,211 17,211 
Wyoming • . ....• . • 1894 464 4,452 4,916 336 4,222 4,558 247 3,905 4,152 227 3 ,818 4,045 
U. S. total. . .... . 1859 51,254 398,291 449,545 50,036 389,572 439,608 49,399 3 79 ,123 428,522 4 8 ,387 3 75 ,914 424,301 
Per cent of total . . 11.4 88.6 100.0 11.4 88.6 100.0 11.5 88.5 100.() 11.4 
Texas Produces 40 Per Cent of Nation's Oil 
CRUDE OIL PRODUCED, BY PRINCIPAL STATES, 1946-1949 
(Per Cent of Total) 
New Ar- Mis- Penn- Total 
Cali- Loui- Okla- Kan- Ill!- Mex- Wyo- kan- Michl- sis- syl- All United 
Year Texas fornia siana homa sas no is ico ming sas gan sippi vania Other States 
1949 40.4 18.1 10.4 8.3 5 .5 3.5 2 .6 2.6 1.6 0 .9 2.1 0 .6 3.4 100.0 
1948 .... .. . 44.7 16.8 9 .0 7 .6 5.5 3.2 2 .4 2 .7 1.6 0.8 2.3 0 .6 2.8 100.0 
1947 • .. ..•. 44.2 17.9 8 .6 7.6 5.7 3.6 2.2 2.4 1.6 0 .9 1.9 0.7 ,2.7 100.0 
1946 ....... 43.8 18.2 8.3 7.8 5 .6 4.3 2 .1 2.2 1.6 1.0 1.4 0.7 3 .0 100.0 
Appalachian Region Important Oil Producer for 91 Years 
CRUDE OIL PRODUCED IN THE UNITED STATES, BY REGIONS, 
1946-1949 
(Barrels Per Day) 
Rocky Mid 
Year 
Appa- Cali- Lima- Moun- Conti- United 
lachian fornia Indiana tain Illinois nent Gulf Other States 
1949 84,789 911,888 45,553 221,915 203,055 2,602,071 972,666 5 ,041,937 
1948 .. ... . . . • 89,131 929,164 46,437 225,866 196,060 2,906,115 1,126,858 5,519,631 
1947 .. ..... . . 89,759 912,690 44,874 190,742 198,712 2 ,601,507 1,049,351 5 ,087,636 
1946 .. .. .. ... 93,644 862,227 47,348 164,679 224,655 2 ,386,523 971 ,441 4,750,518 
88.6 100.0 
ANNUAL AND CUMULATIVE PRODUCTION OF ONSHORE WELLS 
IN TIDELAND OIL FIELDS IN THE STATE OF CALIFORNIA, 
BY YEARS, 1946-1948 
(Barrels) 
Huntingtort 
Year Beach Rincon Elwood Capitan Summerland Total 
Cumulative to 
January 1, 1949 .... . 53,236,468 16,404,272 26,129,823 2,113,888 2,878,297 100,762,748 
1948 ...... · ... .... .. . 2,854,356 568,963 67,839 33,776 1,956 3,526,890 
1947 
.. · ··· · ·· ···· · .. 
1,854,028 512,947 77,231 36,323 517 2,481,046 
1946 
·.· ············ ... 
1,810,831 563,142 99,701 36,253 924 2 ,510,851 
ANNUAL AND CUMULATIVE PRODUCTION OF OFFSHORE 
WELLS IN TIDELAND OIL FIELDS IN THE STATE OF 
CALIFORNIA, BY YEARS, 1946-1948 
(Barrels) 
Coal 
Huntington Seal Oil Summer .. 
Year Beach Rincon Elwood Capitan Beach Point land Total 
Cumulative to 
January 1, 1949 . 107,137,229 7,053,002 56,769,415 48,772 3,051 1,279 304,683 171,317,431 
1948 . ..... . .. ... 11,~12,543 589,311 2,613,636 2,311 2,511 805 14,421,117 
1947 .. ..... .. ... 9, 38,545 831,239 2,498,488 2,174 540 474 12,771,460 
1946 . .. ...... . . .. 9,286,679 1.029,965 2,354,449 2,284 12,673,377 
Exploratory Drilling Activity Increases Each Year 
U.S. CRUDE-OIL EXPLORATION, DISCOVERY, AND PRODUCTION, 
1946-1948 
Number of' 
Exploratory 
Wells 
Drilled 
New 
Crude Oil 
Discovered 
Crude-Oil 
Production 
(Millions of Barrels) 
1949 •••. • . . ....• . .. • .... • •.• 9,058 
1948 . •• . • ....• • . .•.•.. • .•• •• 8,013 
1947 . . •... . ..• . •• .. ..••• •• . . 6 ,775 
1946 . •. .... • . • •...•..•••.. •. 5,753 
3,188 
3,795 
2,465 
2,658 
1,840 1 
2,020 
1,857 
1,734 
PENNSYLVANIA-GRADE CRUDE OIL PRODUCED, BY YEARS 
AND STATES 
(Thousands of Barrels of 42 U. S . Gallons) 
Year Pennsylvania 
1949 1 ............ 11,366 
1948 .••...• . .•..• 12,659 
1947. • • . . . . . . . . • • 12,682 
1946 .... .... ..... 12,989 
New York 
4,248 
4,621 
4,762 
4,863 
West Virginia 
2,839 
2,692 
2,617 
2 ,929 
Central and 
Eastern Ohio 
2,052 
2,319 
1 ,966 
1,682 
Total 
20,505 
22,291 
22,027 
22,463 
Osage ludian.;;. Receive Multi-million Income from Oil Lands 
ROYALTY, BONUS, AND RENTAL PAYMENTS TO OSAGE 
INDIANS, BY YEARS, 1946-1950 
(Dollars) 
Year Ended Oil Gas Interest on Total 
June30 Royalty Royalty Bonuses Bonuses Rentals Payments 
1950 ••••••.•••••• 3 ,065,273 246,993 270,668 87,433 3,870,367 
1949 ••• ••• .••••• 3,142,467 337,494 164,450 52,345 3,696,756 
1948 •••••• •••••• 2,977,817 395,896 400,679 34,690 3,809,082 
1947 •••••••••••• 2,448,621 315,335 98,883 48,577 2,911,416 
1946 •••••••••• • • 2,348,359 301,086 99,025 45,352 2,793,822 
Rising Production of Natural Gasoline on U. S. Public Land 
PRODUCTION OF NATURAL GASOLINE ON U. S. GOVERNMENT 
LANDS, BY YEARS 
Year 
1949 ..••• . .. . •.•.. • •••.••• 
1948 . •••.• •. • • •.•.••• •• .• • 
1947 • •••••..• •. .•• • ••••• •• 
1946 .•••..••...•••.••••••• 
Public 
Land 
145,457,241 
156,306,711 
138,379,280 
120,435.223 
(Gallons) 
Naval 
Petroleum 
Reserve 
7,998,366 
7,963,536 
8 ,675,636 
9.975.605 
Indian 
Land 
32,185,778 
33,092,630 
94,294,627 
92,744,118 
Totals 
185,641,385 
197,362,877 
241,349,543 
223,154,946 
26 States Contribute to America's Oil Needs 
CRUDE-OIL PRODUCTION, BY STATES, 1946-1949 
(Thousands of Barrels of 42 U. 5. Gallons) 
Cali- K en- Missis-
Year Arkansas fornia Colorado lllinois Indiana Kansas tucky Louisiana Michigan sippi Missouri Montana 
1949 1 ••• •• • •• 29,936 332,839 23,790 64,583 9,556 101,868 8,656 190,715 16,495 37,966 46 9,149 
1948 ....•.•.• 31,682 340,074 17,862 64,808 6,974 110,908 8,801 181,458 16,871 45,761 31 9,382 
1947 •••.•..•• 29,948 333,132 15,702 66,459 6,095 105,132 9,397 160,128 16,215 34,925 55 8,742 
1946 .• ••• •. . • 28,375 314,713 11,856 75,297 6,726 97,218 10,578 143,669 17,074 24,298 51 8,825 
CRUDE-OIL PRODUCTION, BY STATES, 1946-1949 -Continued 
Year New York Ohio 
1949 1 ••• ••••• 4,248 3,433 
1948 . .. ...••• .4.62t 3,600 
1947 .. · •• • •••• 4,762 3,108 
1946. · · ·'···· 4,863 2,908 
(Thousands of Barrels of 42 U. S. Gallons) 
Penn .. West Wyo-
Oklahoma sylvania Tennessee Texas Utah 13 Virginia ming 
151,902 11,374 22 743,990 757 2,839 46,935 
154,455 12,667 19 903,498 16 2,692 55,032 
141",Q19 12,690 8 820,210 .... 2,617 44,772 
134,794 12,996 10 760,215 .... 2,929 38,977 
Four States Produce Three-fourths of U. S. Oil 
Other 
States u 
946 
789 
716 
460 
U.S. PRODUCTION OF CRUDE OIL, BY STATE AND RANK 
(Production in Thousands of Barrels) 
1949 1 
Per Cent 
State Rank Production of Total 
1 743,990 40.43 Texas ... ............ • .. · • 
California . . ... .. •.••. ... . 
Louisiana .......... . . .. .. . 
2 332,839 18.09 
Oklahoma ... • ........ .• .• 
3 190,715 10.36 
Kansas .............. .... . 
4 151 ,902 8 .25 
5 101 ,868 5.54 
Illinois .. .. .. .. • .. . .. .. . .. 6 
New Mexico ......... , . . . . 7 
Wyoming . . . . . . . . . . . • . . . . . 8 
Mississippi . . . . . . . . . • . . . . . 9 
Arkansas ... ...• .... ... .. 10 
Colorado .. .. .. .. .. .. .. .. . 11 
Michigan . . . . . . . . . . • . . . • . 12 
Pennsylvania . . . . .. . . . . . . . . 13 
Indiana •••.... .....• ..• .. 14 
Montana , •......•.. • ..... 15 
Kentucky • . . . . . . . • . . . . . . . 16 
New York .... ...... ..... . 17 
Ohio ...•..........•.... . 18 
West Virginia . . . .. .•..... 19 
Utah • .....•. .. ....• .... . 20 
Alabama ••••....••... , .. . 21 
Other states •.• .. ...•..... 
U. 5. total ....•.•....• 
1 Preliminary. 
64,583 
47,932 
46,935 
37,966 
29,936 
23,790 
16,495 
11,374 
9,556 
9,149 
8,656 
4,248 
3,433 
2,839 
757 
462 
882 
1,840,307 
3.51 
2.60 
2.55 
2.06 
1.63 
1.29 
0.90 
0 .62 
0.52 
0.50 
0.47 
0.23 
0.19 
0.15 
0.04 
0.02 
0.05 
100.00 
Year of 
First 
Recorded 
Production 
1889 
1876 
1902 
1891 
1889 
1889 
1913 
1894 
1933 
1920 
1887 
1900 
1859 
1889 
1916 
1883 
1864 
1876 
1876 
1907 
1944 
All-
Year 
Rank 
1 
2 
4 
3 
5 
6 
10 
8 
14 
9 
19 
13 
7 
16 
18 
15 
17 
11 
12 
21 
20 
Cumulative 
Production, 
First Year 
through 1949 
12,901,141 
8,291,888 
2,351,940 
6,070,752 
2,018,292 
1,444,370 
635,315 
853,212 
245,823 
764,944 
123,894 
306,399 
1,123,714 
189,884 
Hi0,173 
241,718 
162,281 
617,566 
438,152 
784 
1,928 
955 
38,945,125 
2 
"Other states" include Tennessee, Missouri, and Nebraska. Nebraska ranks 20th in production, with 276,000 bbl. 
Authority: Bureau of Mines. 
Per Cent 
of Total 
33.12 
21.29 
6.04 
15.59 
5.18 
3.71 
1.63 
2.19 
0.63 
1.96 
0.32 
0.79 
2.89 
0.49 
0.41 
0.62 
0 .42 
1.59 
1.13 
100.00 
Total 
United 
States 
1,840,307 
2,020,185 
1,856,987 
1,733,939 
New 
Nebraska Mexico 
330 
215 
229 
293 
Total Value 
at Wells 
(Thousands 
of Dollars) 
4,674,380 
5,245,080 
3,577,890 
2,442,550 
1940 
47,932 
47,969 
40,926 
36,814 
Average 
Value 
(Dollars 
Per 
Barrel)" 
2.54 
2 .60 
1.93 
1.41 
Production Rank 
493,209 1 
223,881 2 
103,584 5 
156,164 3 
66,139 6 
147,647 
39,129 
25,711 
4,400 
25,775 
1,626 
19,753 
17,353 
4,978 
6,728 
5,188 
4,999 
3,159 
3,444 
3 
344• 
1,353,214 
4 
7 
9 
16 
8 
19 
10 
11 
IS 
12 
13 
14 
18 
17 
23 Fields Produce Over 10 Million Barrels Each m 1949 
PRODUCTION IN LEADING U. S. OIL FIELDS' 
ALL FIELDS WITH MORE THAN 100,000 ,000 BARRELS TOTAL PRODUCTION AND ALL FIELDS 
WITH MORE THAN 10,000,000 BARRELS OF PRODUCTION IN !949 
(Thousi\nd s of B arrds of 42 U. S. Gallons) 
Field 
East Texas . .... .. • •. . . 
Midway-Suns et .. .. . •.. . 
Long Beach . .... . .. .. . . 
Oldahoma City ..... ... . 
Santa Fe Springs . ... . . . . 
Bradford ... . . . . ...... . 
Wilmington .. .... . . .. . . 
Huntington Bca~h ... ..• 
Smackover ... .. , .. .. .. . 
Cushing . .. .. .. . . .... . . 
Buena Vista •.••.•.... . 
Ventura Avenue 
Kettleman North Dome .. . 
Yates •... .. . .......... 
Salt Creek .... .... .. .. . 
Kern River .. ..... • .... 
Conroe . . ... . ...•.. . . .• 
Coalinga East . ........ . 
Bridgeport ............• 
Glenn Pool ...... . • • • ... 
Burbank • •• . .•.... ... •• 
Hendrick • .... .. . . ..... 
Salem .•.... .. . ...•.. .. 
Healdton •....... . . . .. . 
Van . ..•... . .. 
Brea-Oiinda ......... ..• 
Ellc Hill s .... ... ..... . . 
Eldorado . ........ . ... . 
Wasson . ............. . 
McElroy ....... . .. . .. . . 
Agua Dul ce .. .. . .... . .• 
Caddo • . ...........• . .. 
Has tings .... . .. . .. ...• 
Dominguez . ..... ..... .• 
St. Louis . .. . .. ... ....• 
Inglewood .......... . •• 
Burl[burnctt ... .. ... ..• 
Coalinga West . o 0 • 
Coyote W es t . ........ 0. 
Slaughte.--L ev cJbnd . . . 0 0 
State 
Texas ... 0 • • •• ,. o 
California 
California . o •• •• o. 
Oklahoma o o o o. o • • 
Californii1 . . . ... . . 
Pennsylvania .. . . • 
California 
California 
.Arkansas 
Oklahoma 
Ca lifornia 
California 
California 
West Texas . ...• , 
Wyoming .. o • • • • • 
California 
Texas Gulf Coast o. 
California .. ..... . 
Illinois . o o •• o •• o o 
Oklahoma ... ...• • 
Oklahoma ... ... .• 
West Texas .... o. 
IJJinois ..... .. . o o 
Oklahoma .... .. o. 
East Texas .... . . 
Ca lifornia o o • • • •• • 
California • • .... o. 
Kansas oooo• ••• • • 
West Texas .. ... . 
West Texas o o • •• • 
Texas Gulf Coast. o 
Louisiana o. o ••••• 
Texas Gulf Coast o o 
California • o ••• • o. 
Oklahoma . • • ... •• 
California •. •• o o . o 
North Texas . o ••• 
California . . o. o. o. 
California .. o • •• •• 
West Texas 0. o ••• 
Electra •. . . . .... .... . 0 • North Texas . 0 ••• 
Rodessa o •• • , • •••• • • ••• Louisiana .. 0 • 0 • • • 
Robinson . . . . . . . . . . . . . • Illinois • 0 • 0 •• •• •• 
Seminole • . . . . . . . . . . . . • Oklahoma 
l\1ontebello . . . . . . . . . . . . . California 
Coalinga Nose ...... . . . . 
Louden . .. .... . . . . . ... . 
Tom O'Connor . ..... .. . 
Thompson o • • • ••• • •• ••• 
Howard.Giass cock 
Webster (Friendswood) . . 
H u mble and Li ght .... . . . 
Allegany o ••••• • ••••••• 
Earl s boro .. ...... . 
Bowlegs o • • ••• • • o •••• • • 
Splndlctop ...... .. . . . . . 
Torrance .. ... .. .. . . .. . 
K-M-A . ...... .. .. . .. . . 
Hobbs •... .. .... ... ... 
Tonkawa . .. .. ..... . .. . 
Little River ... .. .... .. . 
Po\vell . . o • • ••••••• ••• • 
Seill Beach ... . .... ... . 
T ;:t)co o •• •• •••• ••• ••• • • 
McKittrick-~ymric 
Trapp ................ . 
Tinsley ... .. . . .. . 
Richfield .. .. . . .. .. . .. . 
Big Lake . .. .. ... . . . . . . 
H ewitt and West . . .. . . . 
California . o ••• • •• 
Illinois .. . . . . . .. . 
Texas Gulf Coas t . . 
Texas Gulf Coast .• 
West Texas ••... . 
Texas Gulf Coast o • 
Texas Gulf Coast .. 
New York .. .. 0 •• 
Oklahoma .. . o o • • • 
Oklahoma ..... ..• 
Texas Gulf Coast o o 
California ... . o o • • 
North Texas .... o 
N ew M exico o ••• o . 
Oklahoma .... . .. . 
Oklahoma ... .. . . . 
East Texils . 0 • ••• 
California o ••••••• 
East Texas o o • • •• 
California . . . . . . • . 
Ka!tsas ... o •• •• o . 
Mississippi .. .•.. 
California .. o ••• o. 
West Texas . o. o •• 
Oklahoma .•. .. . . . 
Borgcr-Pantex ... .. ... . . Texas ... o ••••••• 
Orcutt . o ••• o • •••• •• • • o California ....... . 
West Columbia . ... . .. . Texas Gulf Coast o. 
Hawkins . . . . . . . . . . . . . . East Texas . o •• o • 
Fitts . . . . . . . . . . . . . . . . . . Oklahoma 
Year 
Found 
1930 
1901 
1921 
1928 
1919 
1871 
1935 
1920 
1922 
1912 
1909 
1916 
1928 
1926 
1906 
1899 
1931 
1900 
1906 
1905 
1920 
1926 
1938 
1913 
1929 
1889 
1919 
1916 
1936 
1926 
1928 
1905 
1 934 
1923 
1927 
1924 
1912 
19CO 
1909 
1936 
1911 
1930 
1906 
1926 
1917 
1938 
1937 
1934 
1931 
1926 
1937 
1904 
1879 
1924 
1926 
1901 
1922 
1931 
1928 
1921 
1927 
1923 
1926 
1936 
1887 
1939 
1939 
1919 
1923 
1919 
1926 
1903 
1902 
1940 
1933 
Hull . . . . . . . . . . . . . . . . . . Texas Gulf Coast . • 1918 
Haynesville . . • . . . . . . . . . Louisiana ....•. o • 1921 
Goldsmith . . .. .. . .. . ... West Texas ...... 1934 
Mexia . 0 •••••• • • • •• •• • • East Texas •• •• o o 1912 
Jennings . . . . . . . . . . . . . . Louisiana . • • • . . . . 1901 
Monument . . . . . . . . . . . . . New Mexico •. .. . 
K eystone .. . ... .... .. .. o West Texas . . . o •• 
T-X-L .. . 0 •• ••• , ••••• , West Texas .•. •.. 
Fullerton . , . .. .. . .. .. . . West Texas . o • • • • 
Ran gely . . . . . . . . . . . . . . . Colorado 
1934 
1930 
1944 
1942 
1902 
Golden Trend . . . . . . . . . . Oklahoma . . . . . . • • 1945 
Total 
Production 
Since 
Discovery 
2,679,804 
748,775 
743,040 
668,458 
528,226 
525,741 
460,880 
438,269 
422,758 
382,387 
377,976 
376,787 
361,948 
361,757 
335,467 
305,935 
281,210 
271,272 
242,386 
238,535 
228,324 
214,801 
212,166 
210.955 
203,777 
203,291 
202,139 
201,705 
197,563 
193,690 
190,455 
184,106 
183,214 
182,865 
172,840 
169,994 
166,470 
165,382 
164,857 
163,130 
161,334 
160,982 
157,016 
153,681 
153,345 
152,158 
149,654 
146,451 
142,719 
139,467 
138,782 
133,994 
131 ,720 
131,712 
130,310 
129,408 
128,177 
127,728 
127,335 
124,610 
123,009 
118,868 
118,248 
116,815 
116,440 
114,599 
112,594 
111,973 
109,945 
109,798 
109,154 
108,970 
108,489 
107,849 
107,202 
106,802 
103,136 
102,349 
101,646 
101,012 
100,345 
76,564 
63 ,394 
60,802 
56,662 
34,586 
AII-
Y f"ar 
Rank 
I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
2 Fields with estim~ted ultimate production of 100,000,000 bhl or more. 
1949 
Pro-
duction 
93,589 
12,749 
8.356 
7 ,703 
5,340 
9,758 
43,655 
21,11 6 
3,848 
2,726 
13,962 
21,133 
11,740 
11 ,883 
3,899 
3,598 
11,633 
5,616 
1,943 
2,587 
2,338 
1 ,300 
4 ,106 
2 ,527 
8 ,312 
5,277 
2,921 
3,084 
19,278 
8,146 
27,772 
4,968 
14,308 
4,752 
1,283 
5,101 
1,453 
1,944 
4 ,819 
22,622 
2,685 
2,382 
1,381 
1,441 
2,359 
17,153 
6 ,077 
12,166 
11,734 
4,986 
13,144 
1.289 
3,438 
535 
1,176 
492 
2,792 
4,799 
3,732 
265 
1,194 
361 
4,390 
6,168 
3,815 
8,905 
5,560 
2 ,354 
1,032 
2,716 
3,262 
1,572 
2,657 
11,453 
1,076 
1,750 
4,941 
9,141 
342 
1,225 
6,488 
11,029 
16,474 
10,069 
19,549 
15,347 
1948 
Pro-
duction 
111,879 
13,180 
8,159 
8 .555 
5 ,512 
11,173 
48,317 
20,821 
3 ,872 
2 ,869 
16.596 
17,738 
12,832 
18,150 
4,646 
4,502 
20 ,437 
6,733 
1,898 
2,615 
2 ,419 
1,226 
4,687 
2 ,638 
12,115 
5,286 
2,118 
3,025 
28,882 
10,617 
25,854 
3,381 
21 ,655 
4,865 
1,336 
4,419 
1,341 
2 ,551 
5,603 
27,371 
5,841 
2,800 
1,253 
1,474 
2,467 
19,462 
6,716 
18,202 
12,852 
5 ,545 
20,745 
1,149 
3,551 
587 
1,265 
398 
2,862 
4,404 
3 ,844 
307 
1 ,432 
374 
4,150 
8,804 
7,533 
10,387 
6,047 
2,272 
1,110 
1,672 
3 ,044 
1,667 
2,590 
17,612 
1,126 
1,523 
4,120 
11,160 
414 
1,518 
6 ,902 
14,559 
23,934 
15,918 
13,867 
12,115 . 
1949 3 
Rilnk 
I 
IS 
2 
G 
13 
5 
18 
17 
20 
8 
3 
12 
4 
9 
16 
19 
14 
21 
22 
10 
23 
7 
11 
3 Rank is indicated for the 23 fields only which in 1949 had a production of 10,000,000 bbl. Scores of 
f1elds not listed in this table had a production in 1949 ranging from 1,000,000 bbJ to 10,000,000 bbl. 
Authority: OU and Gas Joumal. 
Stripper-Well Production Maximizes U. S. Oil Output 
NATIONAL STRIPPER-WELL SURVEY, JANUARY 1, 1950 
State 
Arkansas 
California .. . . ... . 
Colorado ...... . . . 
Illinois 2 ••••• •••• 
Indiana . ... ... , . . 
Kansas .... .. . .. . 
Kentucky 2 ••• •••• 
Louisiana 
Michigan 2 • • •• •• • 
Mississippi . ... .. . 
Missouri . . ...... . 
Montana . .... . . . . 
Nebraska .... ... . 
New Mexico . . . . . . 
New York . . . .... . 
Ohio .... • .. . . . .. 
Oklahoma . .... . . . 
Pennsylvania . ... . 
Tennessee ... .. . . . 
Texas ....... .. . . 
West Virginia . .. . 
Wyoming 
Number of 
sw!ir:r 
2,396 
15,249 
132 
23,990 
2,541 
18,015 
14,700 
4,070 
71 
99 
2,914 
54 
2,117 
23,250 
20,034 
43,602 
79,615 
27 
39,759 
15,000 
3,009 
U. S. total ' . .. 310,644 
Production from 
Stripper-Well 
Fields 
1949 
(Barrels) 
5 ,817,310 
55,441,000 
527,422 
63,942,200 
3,560,776 
24,729,879 
3,285,000 
8 ,793,975 
259,150 
32,028 
4,609,275 
120,746 
4,003,471 
4 ,401,000 
3,845,000 
44,182,000 
11,569,159 
18,000 
91,613,800 
2,830,000 
9 ,631,187 
343,212,378 
2 lnt:omplete, subject to revis ion. 
3 Production from stripper wells only. 
Productive 
Acres in 
Stripper-Well 
Fields 
55,724 
108,018 
10,400 
368,705 
31,152 
311 ,784 
71 ,000 
32,264 
2 ,840 
1,000 
63,875 
2,440 
79,556 
71,000 
154,000 
260,000 
625,193 
185 
420,048 
240,000 
57,347 
2,966,531 
Number of 
1949 
Abandon-
ments 
16 
56 
0 
796 
19 
517 
250 
266 
10 
28 
0 
14 
290 
1 ,456 
1 ,041 
4,923 
5 
1,623 
1,090 
40 
12,440 
Cumulative 
Production 
from 
Stripper-Well 
Fields· to 
January 1, 1950 
554,144 
3 ,555,684 
27,719 
938,192 
174,870 
1,123,880 
40,000 
412,049 
143,524 
133,743 
5,675 
110,135 
172,891 
618,000 
3 ,863,776 
1,134,439 
730 
3,894,559 
438,157 
521,395 
17,863,562 
A ttt llori ty: Inters tate Oil Compact Commission. 
E s t im a t ed 
Prima ry 
Reserves from 
Stripper-Well 
Fields As of 
J anuary 1, 1950 
(Thousands 
76,706 
699,338 
1,151 
391 ,216 
19,836 
279 ,367 
50,000 
70,300 
40,000 
37,980 
805 
383,513 
13,859 
27 ,542 
387,500 
40,297 
722,463 
52,000 
165,266 
3,459,139 
E s tima te d 
Probable 
S econdary-
Recovery 
Re serves from 
Stripper-Well 
Fields As of 
January 1, 1950 
of Barrels) 
64,825 
871,660 
400,000 
53,000 
238,404 
25,000 
48,000 
0 
7,295 
63,985 
63,250 
10,000 
935,335 
412,018 
a·8·5',947 
66,000 
39,250 
3,983,969 
Estimat· 
Total 
Reserve! 
Stripper-' 
Fields A• 
January 
1950 ' 
141 ,5 : 
1,570,9! 
t,U 
791,21 
72,8: 
517 ,7~ 
75,01 
118,3( 
40,0( 
45,2i 
8( 
447,4! 
77,1( 
37,54 
1,322,8 < 
452,31 
1,408,41 
118,0C 
204,51 
7,443,1C 
NUMBER OF WELLS COMPLETED AND NUMBER OF WELLS PRODUCING, BY MAJOR AREAS 
OF THE UNITED STATES, 1946-1949 Continued 
ROCKY MOUNTAIN CALIFORNIA UNITED STATES 
Wells Completed Wells Completed Wells Completed 
Producing Producing Producing 
Oil Wells at Oil Wells at Oil Wells at Service 
Year End of Year Oil Gas Dry Total End of Year Oil Gas Dry Total End of Year Oil Gas Dry Wells Toto 
1949 840 120 541 1,501 1-,777 39 67!1 2 ,491 449,545 21,905 2,886 12,842 1 ,382 39,01 
1948 .... .. ... 13,770 1 ,169 133 460 1,762 26,460 2 ,150 30 552 2,732 437 ,880 22,340 2,906 12,112 2,270 39,6~ 
1947 •• • •....• 12,810 899 179 273 1,351 24,420 1,599 47 461 2,107 426,280 17,961 3,307 9,625 2 ,280 33,1i 
1946 •••...•.• 12,080 711 125 229 1,065 23,180 1 ,375 65 353 1.793 421,460 15,851 3,090 8,047 2,237 29,2~ 
i.., 'ol 
Value of Crude-Oil Production Double That of 1946 
VALUE, AT THE WELL, OF CRUDE OIL PRODUCED, 1946-1948 
(Thousands of Dolla r s) 
Year Arkansas California Colora do Illinois Indiana Kansas K entucky Louisiana Michigan Montana New Mexic, 
1948 ... . .....• •••... •.•..... . 78,570 822,980 45,730 179,520 19,320 288,360 24,380 485,950 48,250 24,210 117,$20 
1947 . •. . .. .. ••.. •• ••...•••••. 54,500 572,990 29,680 139,560 12,800 202,900 19,830 321,130 34,540 16,960 72,440 
1946 .... . ......•..•....•.•... 35,750 387,100 15,650 119,720 10,690 138,050 17,030 207 ,710 27,660 12,710 44,540 
1945 .. .. ....... .. • ... • •.•. ... 30,720 347,330 5,780 105,130 6 ,890 119,520 15,260 161,260 25,010 10,810 37,610 
1944 •..... ....... ....•. .. .... 30,890 330,800 3,530 107,370 7,080 120,290 13,640 158,600 26,410 10,700 39,600 
1943 . •. . ... ......... ...... . . . 27,320 298,400 2,620 112,700 7,130 127,410 10,800 150,510 29,280 9 ,500 38,900 
1942 ...•.. . .. • ...... . .•. .. ... 26,300 255,800 2,440 144,800 9,100 117,100 6 ,150 137,800 30,300 8,950 31,550 
1941 •. . ... ...• ..• .. .•.. .. .... 24,500 239,500 2,300 172,100 9,400 95,700 6,200 132, 100 21,900 8,000 37,200 
1940 .... ...... ............ ... 21 ,700 216,720 1,480 156,500 5,200 68,700 5,400 107,500 20,150 6,660 32,500 
1939 ........•.•....••• . .. .. .. 16,790 229,000 1 ,330 101,200 1,675 63,100 5,900 98,000 21,350 5,860 30,850 
1938 ... . ... . ... . ...•.•.. . .... 16,900 257,250 1,540 30,1 00 1,260 72,100 7 ,570 110,100 19,300 5,190 33,250 
1937 .. . : . . ...... • •.. .. • ...... 11,400 242,100 1,800 9,970 1,140 88,100 7,680 110,300 21 ,950 7,300 36,600 
1936 . . . . ........•.. .. •. ...... 8,160 215,900 1,660 5,390 1,010 65,900 7,240 85,600 15,950 7,700 22,930 
1935 ...... ...• .. .. .. . . ... .... 7,930 170,600 1,420 4,810 880 56,750 6 ,000 4 9,820 16,350 6 ,150 16,060 
1934 ....•.• . . .. . . •• ...... . .. • 8,000 160,760 1,060 4,990 960 47,850 5 ,640 31,850 10,820 4,380 12,700 
1933 ....•.. . . . •. . ..•...•..... 4,850 143,300 5 40 3,690 650 27,700 3 ,780 15,280 7 ,150 2,220 6 ,490 
1932 .• . . .. . .• . •. .... . ... ... .. 7,690 144,600 880 4,720 828 31,720 5 ,906 18,550 5 ,260 2 ,560 7,650 
1931 .. ..... . .........•.... •.. 7,200 135,960 825 4,500 750 25,500 5,295 14,220 2,840 2,730 6 ,490 
1930 .. . .. . . .... .. . . ..... .. • . . 17,390 271 ,699 1 ,480 9,100 1,610 54,880 11,080 26,110 5,160 5,420 9 ,1 80 
1929 . . . .. . . ... ... •..... . ..... 21 ,890 321 ,367 2,380 10,430 1,610 62,510 13,220 25,700 6,140 7 ,260 2 ,170 
1928 ..... .. . . . . •• ••.• ... ..... 27,450 230,000 2,750 9,980 1,580 52,500 11 ,850 25,850 920 6,400 1,280 
1927 .....•• .• •.•••••. •• .. • ••• 42,400 260,735 3,400 11,700 1,390 58,300 11 ,220 29,740 832 7,090 1 ,680 
1926 ..... . ........ .. ..... ... . 64,600 345,547 5,100 17,200 1,770 93,800 15,250 38,200 253 10,170 3 ,270 
1925 .. . . .. .•. ....• .. .•.. ... • . 68,880 330,610 1,810 15,235 1 ,615 74,410 15,682 32,500 10 6 ,420 1,815 
1924 ... . .. . •.•. .... .. . . . . • .. . 43,130 274,653 490 14,220 1 ,720 44,400 14,592 30,340 3,754 127 
1923 ... . •.• . • • .. . ........ . .. • 25,400 242,731 102 16,250 1 ,900 4 5 ,970 15,900 36,530 4,08Q 
1922 . .. . . ... . .• .... ..• .. .. . • • 20,416 173,381 114 19,291 2,225 56,131 17,758 53,169 4,048 
1921 .. .. ....... ... . . ........ . 12,746 203,138 132 20,632 2,414 68,694 16,736 42,469 2 ,373 
1920 . . .. . . ' . . .....•.. ........ 178,395 199 39,583 3,407 133,469 34,279 112,606 1,045 
1919 .. .. .. . ....... ....... .• .• 142,611 183 29,720 2 ,284 7 7,026 24,597 26,803 171 
1918 •....•• . .• •.•. ••• •.. • .... 118,771 188 31,230 2,028 10!>,546 11,287 27,535 126 
.. 7 • .. . .. .•. •• ...• ••..•....• 86,162 128 31,358 1,471 67,121 7 ,034 17,225 146 
6 . .. .. •. .•. • .•••....... •.. 53,703 217 29,237 1,207 10,340 2 ,188 14,670 44 
5 .. . ... . • . ....•• . •.. . .... . 36,558 183 18,656 813 1 ,703 418 10,804 
4 . . . . .... . .......• • •.... . . 48,066 201 25,426 1 ,548 2 ,433 499 12 ,887 
1913 . . ...•. ..• •.•...••. ...... 45,709 175 30,972 1,279 2 ,248 676 12,256 
1912 . ...... . ..•. • ... . .•..... . 39,625 200 24,333 886 1,096 425 7 ,023 
1911 .. . . •.•.• . ..••••. .. .••... 38,719 228 19,734 1 ,229 609 329 5,669 
1910 .... .. ..... .•. •. •...•.• ; . 35,749 243 19,669 1 ,568 445 325 3 ,574 
1909 ...... . ... .. . ............ 30,757 318 19,789 1,998 492 518 2,022 
VALUE, AT THE WELL, OF CRUDE OIL PRODUCED, 1946-1948 Continued 
(Thousands of Dollars) 
Penn- Ten- West Total 
Y ear New York Ohio Oklahoma sylvania nessee Texas Virginia Wyoming Others United States 
1948 
• • • • • • • • • • ••• • • 0 • • •• •• • • 0 22,830 15,190 398,490 62,830 2,357,400 12,810 128,230 112,510 5,245,080 1947 
. ·· ·· · ···· · ·· ···· .... .... 20,050 10,440 270,760 53,170 1,597,630 10,210 75,220 63,080 3,577,890 1946 
.. .. . ······· . · · · ·· ·· . . . . . 18,830 7 ,710 194,100 49,840 1,070,400 9,980 44,430 31,070 2,442,550 
COMPOSITE PROVED PETROLEUM RESERVES,' BY STATES 
(Thousands of Barrels of 42 U. S . Gallons) 
State 
Alabama . .. .... . .. . . . 
Arkansas .. . . ....... . 
Cali fornia . ... . .. . . .. . 
Colorado ........ . .. . . 
Illinois ...... . ..... .. . 
Indiana .... .. ....... . 
Kansas ...... . .. . ... . 
Kentucky . .... .. . .. . . 
Louisiana ...... , ... . . 
Michigan . . . ......... . 
Mississippi . . .... .... . 
Montana . ........... . 
Nebraska .. . .. .. . .... . 
New Mexico ......... . 
New York . .... . .. . .. . 
Ohio •.. .•..•..• .• .•• 
Oklahoma .........••• 
Pennsylvania . ....... . 
Texas .. .. . .. . .. . ... . 
Utah . •.. .. ... . ... . . . 
West Virginia .. . .. .. . 
Wyoming ........... • 
Other States •.... • . • . 
Liquid 
Crude Oil 
3,547 
297,463 
3 ,822 ,751 
344,812 
468,138 
50,209 
738,390 
56,168 
1;909,769 
66,496 
402,860 
112,393 
1,624 
592,222 
62,900 
27,703 
1,329,918 
103,356 
13,509,732 
15,831 
37,992 
691 ,602 
3,613 . 
U. S. total. . . . . . . . 24,649,489 
Natural-
Gas Liquids 
ss:642 
320,275 
24,190 
26,666 
126 
106,405 
13,245 
596,422 
1,203 
56,407 
3,710 
85,719 
1,670 
234,030 
2,643 
2,143,711 
208 
12,831 
43,863 
46• 
3,729,012 
Total 
Liquid 
Petroleum 
3,547 
353,105 
4,143,026 
369,002 
494,804 
50,335 
844,795 
69,413 
2,506,191 
67,699 
459,267 
116,103 
1,624 
677,941 
62,900 
29,373 
1,563,948 
105,999 
15,653,443 
16,039 
50,823 
735,465 
3,659 
28,378,501 
Natural-
Gas a 
Equivalent 
145,698 
1 ,665,272 
204,516 
38,865 
4,200 
2 ,348,260 
224,899 
4,447,969 
35,819 
421,495 
133,912 
1,040,167 
11 ,114 
108,762 
1,937,663 
103,613 
16,528,400 
10,930 
285,872 
362,280 
3 ,851. 
30,063,557 
Total 
Petroleum 
3,547 
498,803 
5,808,298 
573,518 
533,669 
54,535 
3,193,055 
294,312 
6,954,160 
103,518 
880,762 
250,015 
1,624 
1,718,108 
74,014 
138,135 
3,501,611 
209,612 
32,181,843 
26,969 
336,695 
1,097,745 
7,510 
58,442,058 
• As of Dec. 31, 1949. 
8 Estimated proved natural-gas reserves converted at the rate of 6 ,000 cu ft of gas equaling 1 bbl of 
crude oil. 
' Includes Florida, Missouri, Tennessee, and Virginia. 
6 Includes Al~bama, Florida, and New York. 
e: Includes Alabama, Florida, Maryland, Missouri, Nebraska, and Virginia. 
Authority: American P etroleum Institute; American Gas Association . 
STATUS OF WELLS ON U.S. GOVERNMENT LANDS, BY STATES 
-State 
Public Land 
Alaska .••.•• . .•..•. •. . 
Arizona .... . ... . . . . . .. . 
Alabama 6 . . , .......... . 
Arkansas 15 ••• , ••••• , , •• 
California , , . . ......... . 
Colorado , , ............ . 
Ida ho ..• • • ••.... . •.•... 
Kansas li •• • • , •••••• • •• , 
Louisiana 5 ••• •••••• •• · • • 
Montana ... .. .. ..... . , . 
Nebraska .. .... .. .. ... . 
Nevada ............... . 
New Mexico ...... .. . .. . 
North Dakota ...... .... . 
Oregon .... .. ......... . 
Oklahoma • ... .. ....•.. . 
South Dakota . ....•....• 
Utah ••.. . • .. .......... 
Wyoming •• .•.. . . .•.... 
Total public land . . .. . . 
Naval Petroleum Reserves 
California No. 1 . . , ... . . . . 
Ca1ifornia No. 2 . .. . ..... . 
Wyoming No.3 . .. ..••... 
Alaska No. 4 ........ .. .. 
Total Naval Reserves . . . 
Indian Land 
Arizona ..... , .. . , . .. .. . 
Colorado .....•.•..•.••. 
Montana ... . .. .. ...... . 
New Mexico ... . ... .... . 
Okla homa'· • . ... . . . .••• 
South Dakota ... . .• • ..•• 
Utah . .••• .. •. . . .. •. .. • 
Washington ........... . 
Wyoming . .. .. .. ...... . 
Total Indian land .••• •. 
Grand total 
(As of December 31 , 1948) 
Oil Producers 
,.--------A--, 
Active Shut in 
1,410 
288 
11 
342 
1,835 
63 
2,350 
6,299 
96 
271 
367 
354 
47 
3,1811 
122 
3,712 
10,378 
211 
19 
1 
32 
62 
3 
6 
572 
906 
580 
93 
59 
732 
7 
1 
136 
24 
-168 
1,806 
Gas Producers 
,.--------A--, 
A c tive Shut in 
3 4 
20 18 
.. . ... 
59 2 
10 1 
207 26 
139 38 
19 1 
.. . ... 
10 .•.• 
.. . ... 
11 4 
89 68 
- --
567 162 
3 9 
5 7 
14 
8 30 
1 
2 4 
18 6 
126 28 
2 
2 1 
-- --148 42 
723 234 
2 Includes "abandoned" and "plugged and abandoned" wells. 
Drilling 
,.--------A--, 
Sus· 
Active pendcd 
19 33 
3 35 
. .... 
2 
12 12 
.. . ... 
.. 2 
47 15 
2 
8 3 
46 69 
- --139 170 
4 5 
4 
- --4 9 
5 3 
2 
48 13 
2 
9 2 
-- -66 18 
209 197 
Aban-
doned 2 
10 
15 
3 
2 
1,144 
351 
5 
61 
523 
1 
24 
1,121 
6 
2 
58 
7 
299 
2,285 
5,917 
140 
237 
13 
390 
6 
34 
94 
157 
3,497. 
3 
6 
2 
119 
--3,918 
10,225 
Total 
11 
15 
3 
2 
2 ,824 
734 
5 
63 
84 
1,154 
1 
26 
3,257 
26 
2 
136 
7 
331 
5,479 
14,160 
837 
613 
86 
4 
1,540 
6 
35 
469 
231 
7,036 
3 
11 
2 
279 
---8,072 
23,772 
s Includes 244 wells used as injection wells for air or gas repressuring 
salt-water-disposal wells. and water floodinr and 43 
• Does not include Osage A~rency. 
• Status, June 30, 1949. 
Authority: U. S. Geological Survey. 
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OIL- AND GAS-WELL ACTIVITY ON U.S. GOVERNMENT LANDS, 
1948 
New W e lls Completed 
Wells 
Started Oil Cas Dry Total State Public Land 
Arkansas .••.•••• • •• 
Ca lifornia 2 ••• • •• •••• 
Colorado • ••..•.. •• .• 
Kans as .•.•••••. ••• • 
Louisiana ..••• • .•••• 
Montana • o o . o o o o o ••• 
Nebraska ••••••• • ••• 
Neva da o ••••• o • ••••• 
New Mexico • • o • •• • •• 
North Dakota . • .••• • • 
Oklahoma •.• • .••..•• 
South Dakota • • • ••••• 
Utah . ••• • •• • .••• · ••• 
Wyoming ••••••• • ••• 
I 
109 
67 
21 
2 
73 
. . . i 
213 
3 
10 
288 
Total public land . . . 788 
Naval P etroleum Reserves I 
California ~ •• ••• • o • • • 10 
Indian Land 
Arizona o •• o o •• o o o • • • 
Colorado o • • o . o • • o • • • 
Montana o . o . o ••• o o • • 
New Mexico o •• o. o ••• 
Oklahoma • ... •. ••••• 
South Dakota . ••• •.•• 
Utah ....•••.••••••• 
Washington • o • •• • • • • 
Wyoming •. • • o•o • ••• 
Total Indian land . •• 
I 
31 
24 
248 
4 
28 
336 
88 
73 
2 
37 
125 
·2oo 
525 
9 
19 
2 
128 
I 
23 
173 
Grand total . . . . . • • • 1,134 707 
2 Fiscal year 1948. 
a Does not include Osage Agency. 
1 
8 
21 
20 
40 
2 
2 
7 
101 
1 
3 
3 
19 
2 
28 
1 
43 
22 
19 
97 
2 
9 
62 
255 
5 
21 
120 
8 
154 
1 
132 
103 
21 
2 
78 
282 
4 
11 
269 
881 
10 
1 
27 
26 
267 
3 
31 
355 
129 410 1,246 
Oil 
Producers 
E xhaus ted 
26 
2 
9 
24 
33 
94 
24 
2 
6 
167 
175 
293 
Authority: U. S. Geological Survey. 
C a s 
Producers 
E x haus t e d 
2 
3 
8 
15 
15 
24 
Number 
of Active 
Oil W ells 
as of 
December31 , 
1948 
1,4 10 
288 
11 
342 
1,835 
63 
2 ,350 
6 ,299 
367 
354 
47 
3,188 
1 
122 
3 ,712 
10,378 
( 
OIL- AND GAS-WELL ACTIVITY ON U.S. GOVERNMENT LANDS, 
1949 
State 
Public Land 
Arkansas . o o • •• ••• ••• 
California . . . . , .•.... 
Colora do o • •• , •• •• •• • 
Idaho . . .. .. . . . . .. .. . 
K ansas . o •••• • • • , • •• 
Louisia na . o ••••• • • •• 
M ontana . .... . .. . .. . 
N e bras k a .. . o • ••• • • • 
N eva da . . ....... . . , . 
New M ex ico . .. . . . . . . 
North Dakota o • •••••• 
Okla homa •. . ..•.. .. . 
South Dakota • • . . . ..• 
Utah . ... . .. .. •... . • 
W y omin g . •o •o • • •• • • 
Tota l public land . • • 
N avafPetroleum Reserves 
California .. .. • • . , ..• 
Indian Land 
Arizona ... o • •• •••••• 
Colora do . . o , o o • : • ••• 
Montana . . .. . .. . . .. o 
New Mexico o •••••• • • 
Oklahoma ' . • .. ... .. • 
South Da kota • • ... ... 
Utah . •. . ... • .. .. .. . 
Wyoming . . o • o • •• • • o 
Total Indian la nd . •. 
Gra nd total 
New Wells Completed 
Wells 
Started Oil Cas Dry Total 
181 144 
23 14 
I 
17 
1 
67 28 
193 129 
2 
3 
1 
12 13 
244 147 
---745 476 
2 
15 
5 
251 
3 
8 
282 
1 ,029 
2 
12 
114 
3 
10 
139 
617 
1 
2 
17 
1 
28 
30 
2 
2 
6 
89 
1 
3 
I 
4 
9 
66 211 
14 30 
17 
1 
18 74 
118 277 
2 
3 
1 1 
8 21 
96 249 
---321 886 
4 
5 
79 
3 
4 
95 
2 
I 
19 
6 
197 
6 
14 
243 
98 4 16 1,131 
Oil 
Producers 
Exhausted 
11 
6 
5 
20 
40 
82 
25 
1 
80 
1 
82 
189 
2 Does not include Osage Agency o 
A 1t thorlty: U. S. Geological Survey. 
Cas 
Producers 
Exhausted 
2 
2 
2 
1 
2 
5 
14 
7 
7 
21 
Number 
of Active 
Oil Wells 
as of 
December31, 
1949 
1,344 
290 
11 
8 
1,934 
64 
13 
2 ,479 
6,143 
424 
365 
47 
3 ,204 
4 
133 
3,753 
10,320 
• 
• 
• 
Natural-Gasoline Production in Steady Rise Since 1946 
U. S. PRODUCTION OF NATURAL GASOLINE, BY STATES, 
1946-1948 
(Thousands of Gallons) 
State 1948 1947 1946 
Arkansas 49,306 51 ,165 46,303 
California ..... 704,745 689,998 646,275 
Colorado ...... 944 997 840 
Illinois 
···· ···· 
45,793 47,180 53,307 
Kansas 73,343 71,532 63,666 
Kentucky ..... 10,182 9 ,577 9,062 
Louisiana .. ... 329,390 298,136 300,765 
Michigan ..... 2,471 3 ,658 4,624 
Mississippi .... 27,167 4 ,752 
Montana 
······ 
3,403 2 ,768 2,624 
New Mexico ... 99,980 92,297 87,677 
New York ..... 11 11 9 
Ohio 5,500 5,775 5,153 Oklaho~;.· • : : : : : 267,109 272,078 273,657 
Penrisylvania .. 11,320 12,420 10,540 
Texas ........ 1,235,072 1,098,779 1,097,832 
Utah 640 685 578 
West Vir.gi;,_i~ :: 49,415 47,106 52,302 
Wyoming ..... 35,134 34,817 35,787 
u. s. total •.• 2,950,925 2,743,731 2,691,001 
Value of 1948 Natural-Gasoline Production Tops 260 Million 
VALl1E OF U. S. PRODUCTION OF NATURAL GASOLINE, 
BY STATES, 1946-1948 
(Thousands of Dollars) 
State 
Arkansas 
California •••••• 
Colorado •••.••• 
Illinois 
Kansas 
Kentucky • ••• ••• 
Louisiana •••••• 
Michigan ••••••• 
Mississippi ••••• 
Montana ••••••• 
New Mexico •••• 
New York •••••. 
Ohio •••••••.•• 
Oklahoma 
Pennsylvania. • •• 
1948 
4,364 
58,564 
94 
5,605 
6,051 
953 
28,064 
238 
1,687 
370 
9,798 
1 
569 
24,788 
1,105 
Texas • • • • • • • • • 112,392 
Utah • • • • • . • • • • 64 
West Virginia • • • 4,699 
Wyoming • • • • . • 3 ,735 
U. S. total •••• 263,141 
1947 
3 ,320 
38,323 
68 
4,008 
3 ,826 
656 
17,049 
248 
256 
~16 
6,020 
1 
414 
17,822 
831 
72,168 
47 
3,025 
2,759 
171,057 
1948 
1,838 
28,661 
50 
3,053 
2,455 
472 
11,000 
216 
183 
3 ,759 
(8) 
270 
11,973 
513 
42,898 
35 
2,269 
2,153 
111,798 
Substantial Production of Crude Oil on U. S. Government Land 
PRODUCTION OF CRUDE OIL ON U. S. GOVERNMENT LANDS, 
BY YEARS 
Year 
1949 ••.••••••••••••.•••••. 
1948 ••••••••..• • •• •• ••• • •• 
1947 •• •• •. • •.•.••••••••••• 
1946 •••.. •• • .....•. • ••••• • 
Public 
Land 
75,733,200 
77,596,008 
70,363,023 
62,064,045 
(Barrels) · 
N aval 
Petroleum 
Reserve 
5,853,650 
5 ,042,841 
5,847,974 
7 ,624,747 
Indian 
Land 
14,152,893 
17,568,968 
24,691,947 
22,603,682 
Totals 
95,739,743 
100,207,817 
1 00,902,944 
92,292,474 
Production of Natural Gas on Federal Lands Shows Steady Rise 
PRODUCTION OF NATURAL GAS ON U. S. GOVERNMENT LANDS, 
BY YEARS 
Year 
1949 , ••• • • • ••• • .•• •• ••• • •• 
1948 • • ••.•• • • • .•• • •..•• •• • 
1947 •••••• • •• : • •..•• ••. •• . 
1946 • •• • . • • • • • ....••.••••• 
(Thousands of Cubic Feet) 
Public 
Land 
125,510,804 
124,897.767 
94,902,212 
80,859,880 
Naval 
P etroleum 
Reserve 
3,067,666 
3,136,665 
3,275,746 
7,807,932 
Indian 
Land 
13,743,374 
12,509,765 
38,054,009 
15,829,518 
Totals 
142,321 ,844 
140,544,197 
136,231,967 
104,497,330 
MARKETED PRODUCTION OF NATURAL GAS IN APPALACHIAN 
AND NORTH CENTRAL AREAS, 1946-1948 
(Millions of Cubic F eet) 
Appalachian North Centra I 
New Penn .. West Michi-
Year K entucky York Ohio s ylvania Virginia Total Illinois India na gan Total 
1948 1 ••• • • •• • 70,095 4 ,705 65,619 87,578 203,681 431,678 14,062 553 14,981 29,596 
1947 2 •• ••• • • • 96,459 4 ,600 68,946 91,971 192,233 4 54,209 17,023 877 18,812 36,712 
1946 . .. .. .. .. 70,396 5 ,084 61 ,570 92,443 178,958 408,451 17,166 1,094 20,879 39,139 
New Depth Records Result of Improved Drilling Techniques 
Year 
1949 . ...•. • .• 
1948 • • . . . . . •. • 
1947 • ..... • ••• 
1946 ...... .... 
DEEPEST U. S. TESTS AND PRODUCING 
WELLS, BY YEARS 
D eepest 
Drilled 
Depth 2 
(Feet) 
1949 .. . . . . . . . . . . . . . . . . . . . . . . . . 20,521 
1948. • . • • . . . • . . . . . . . . . . . . . . . . • 17,823 
1947.. . . . . . . . . . . . . . . • . . . . . . . . . 17,823 
1946.. . . . . . . . . • . . . . . . . . . . .. . . • . 16,668 
Deepest 
Producing 
Depth 
(Feet) 
15,530 
14,307 
13,904 
13,778 
MISCELLANEOUS PETROLEUM STATISTICS 
Number 
of 
Wells 
Drilled 
144.0 
146.7 
122.3 
107.8 
Number 
of 
Wells 
Pro-
ducing 
124.6 
121.4 
118.2 
116.8 
Crude 
Oil 
Pro-
duced 
157.2 
172.5 
158.6 
148.1 
Miles 
of 
Pipe 
Line 
in 
Opera-
tion 
130.0 
125.0 
122.1 
Cr ude 
Oil 
Moved 
by 
Pipe 
Line 
232.5 
212.1 
194.2 
Crude-
Oil 
Runs to 
Stills 
173.1 
182.2 
164.8 
153.9 
Motor 
Fuel 
Pro-
duced 
175.8 
168.5 
153.5 
141.9 
Domes-
tic 
Motor-
Fuel 
De-
mand 
181.5 
173.3 
158.1 
146.2 
Number 
of 
Vehicles 
Served 
153.0 
140.9 
129.6 
117.7 
Production and Value of Natural Gasoline at Record Highs 
U. S. NATURAL-GASOLINE PLANT OPERATIONS, BY YEARS, 
1946.1948 
Year 
Number 
·of 
Com-
panies 
Operat-
1948 .• ••.. •• 
1947 .•••.. • . 
ing 
209 
213 
231 1946 ...... .. 
Number 
of 
Plants 
Operat-
ing 
( ' ) 
546 
568 
Natural 
Gas 
Processed 
(BU!ions 
of 
Cubic 
Feet) 
4,400 
4 ,070 
3 ,664 
Natural 
Gasoline 
Produced 1 
(Thousands 
of 
Barrels) 
93,548 
87,119 
82,190 
Natural 
Gasoline 
Produced • 
(Millions 
of 
Gallons) 
3,929 
3,659 
3,452 
Value of 
Natural-
Gasoline 
Production 
(Thousands 
of 
Dollars) 
351,576 
228,174 
146.202 
Average 
Price of 
Natural 
Gasoline 
(Cents 
Per 
Gallon) 
8 .9 
6.2 
4.2 
Average 
Yield of 
Natural 
Gasoline 3 
(Gallons) 
0.89 
0.90 
0.94 
Marketed Production of Natura-as Shows Steady Rise 
U. S. GROSS PRODUCTION OF NATURAL GAS, BY STATES 
1946-1948 
(Millions of Cubic Feet) 
Utilization 
Production 2 Marketed --S-tored ----, 
State 
From From Pro.. Re- in 
1948 
Gas Wells Oil Wells Total duction s pressuring Ground Losses' 
Arkansas ...... . . .. . 
California ....... . .. . 
Colorado .... .. ....• 
Illinois .... .. .... .. . 
Indiana . .. ....•.. . . 
Kansas . . . ..... .. .. . 
Ken~l!cky ......... . . 
LoutsJana . . . .. ... .. . 
Michigan .. .. .. .. . . . 
Mississippi ........ . 
Missouri ... .. . . ... . 
Montana ... .. .. ... . 
New Mexico . .... ~ . . 
New York .. .... ... . 
Ohio ••. .... . ..•...• 
Oklahoma .... .. • .•• 
Pennsylvania .... ... . 
Texas .. ...... ..... . 
West Virginia .. . ... . 
Wyoming ... ... . .. . . 
Other states 
40,300 
235,000 
6,500 
200 
400 
177,360 
64,830 
554,610 
17,290 
55,000 
27 
34,710 
45,310 
4 ,600 
66,650 
411,340 
83,670 
2 ,530,000 
200,500 
52,850 
7,400 
33,410 
513,700 
5,000 
39,800 
1,300 
100,640 
9,500 
418,390 
6,760 
41,000 
4 ,000 
193,420 
200 
2 ,000 
262,980 
4,000 
920,000 
7,500 
26,430 
200 
73,710 
748,700 
11,500 
40,000 
1,700 
278,000 
74,330 
973,000 
24,050 
96,000 
27 
38,710 
238,730 
4,800 
68,650 
674,320 
87,670 
3 ,450,000 
208,000 
79,280 
7,600 
53,946 
570,954 
8,967 
14,062 
553 
245,189 
70,095 
686,061 
14,981 
59,899 
27 
36,551 
194,749 
4,705 
65,619 
480,573 
87,578 
2,289,923 
203,681 
52,424 
7,483 
11,000 
167,560 
371 
4,380 
1,135 
2,.13 
1,233 
201,707 
2,886 
30,610 
412 
2,146 
93 
3,023 
20,784 
87 
757,146 
2,084 
11 ,009 
U. S. total. .. ..... , 4,588,547 2,590,230 7,178,777 5,148,020 1,220,579 
1947 
Arkansas . . .... . . .. . 
California . .... .... . . 
Colorado .. . ... . ... . 
Illinois o o o o o o o . o o o o. 
Indiana o • •••• • ••• •• 
Kansas . o • ••••• o •••• 
Ken~'!cky •......•..• 
Loutstana •·· ....... . . 
Michigan ..... .. ... . 
Mississippi .. . .. . .. . 
Missouri .... ...... . 
Montana . .... ... . . . 
New Mexito .. . .. . . . 
New York .. .... . . . . 
Ohio ••. .. .... .. . ..• 
Oklahoma .... . . . . • • 
Pennsylvania ..... : . . 
Texas .... .... ... . . o 
West Virginia . . ... . . 
Wyoming ... .. .. .. . . 
Other states 
34,000 
209,700 
5,400 
400 
630 
151,000 
87,860 
466,100 
14,000 
27,840 
38 
31,560 
27,590 
4,480 
68,860 
282,060 
87,070 
2,038,000 
190,310 
36,240 
6,630 
40,000 
494,600 
5,900 
48,000 
1,460 
92,500 
10,150· 
386,500 
24,300 
38,140 
3 ,440 
208,570 
250 
4,000 
367,620 
5,000 
1,204,000 
7,500 
21,500 
32 
74,000 
704,300 
11,300 
48,400 
2,090 
243,500 
98,010 
852,600 
38,300 
65,980 
38 
35,000 
236,160 
'4,730 
72,860 
649,680 
92,070 
3,242,000 
197,810 
57,740 
6,662 
50,630 
560,510 
8,392 
17,023 
877 
209,321 
96,459 
581,398 
18,812 
40,037 
38 
34,282 
142,740 
4,600 
68,946 
419,010 
91,971 
1,992,704 
192,233 
45,550 
6,640 
11,890 
135,363 
300 
5 ,200 
1,200 
1,814 
1,491 
164,934 
133 
10,813 
270 
3,741 
130 
3,914 
16,500 
67 
710,302 
3,579 
11,478 
U. S. total. . . .....• 3,769,768 2,963,462 6 ,733,230 4 ,582,173 1,083,119 
1946 
Arkansas . ...... ... . 
California . ........ . . 
Colorado ... . ....... . 
Illinois ... ....... .. • 
Indiana .... ..... .. . 
Kansas .... .. ..... . . 
Kentucky . . .... . ...• 
Louisiana ...... . ... . 
M!chig":n : . . . .. . . • .. 
Mtssisstppt . .. . .. .. . 
Missouri .. . .......• 
Montana . .. .. . . o . o. 
New. Mexico .. ..... . 
New York •..... . .•• 
Ohio ••. .•. . .......• 
Oklahoma . . . ... .. .• 
Pennsylvania . . .. .. . . 
Texas . o . o 0 •• • ••• o • • 
West Virginia . . .... . 
Wyoming .. ..•. 
Other states 
34,000 
189,000 
6,900 
400 
600 
128,000 
71,000 
602,000 
23,800 
1,900 
43 
30,500 
27,200 
6 ,280 
57,600 
240,200 
88,900 
2,074,900 
193,500 
26,000 
4,777 
38,000 
465,000 
3,210 
59,600 
1,420 
81 ,910 
9 ,000 
167,000 
3 ,300 
20,800 
2,600 
162,100 
250 
3 ,700 
349,800 
4 ,300 
980,000 
7,000 
23,700 
10 
72,000 
654,000 
10,110 
60,000 
2,020 
209,910 
80,000 
769,000 
27,100 
22,700 
43 
33,100 
189,300 
6,530 
61,300 
590,000 
93,200 
3,054,900 
200,500 
49,700 
4,787 
45,177 
487,904 
6,728 
17,166 
1 ,094 
165,725 
70,396 
525,178 
20,879 
7,225 
40 
30,713 
119,262 
5,084 
61,570 
380,938 
92,443 
1,776,148 
178,958 
33,266 
4,711 
11 ,010 
134,668 
500 
8 ,000 
622 
. 1 ,918 
829 
151,369 
1,482 
132 
2,595 
10 
15,591 
64 
696,000 
1,605 
11 ,847 
U. S. total. . . ... .•• 3,807,500 2 ,382,700 6 ,190,200 4,030,605 1 ,038,242 
1 ,189 
4,442 
451 
278. 
339. 
447. 
- 1,363 
435 
1 ,334 
1,513. 
3,963. 
2,784. 
2 ,480. 
425 
2 ,127. 
4 
8,764 
10,186 
2,162 
21,558 
12 
29,898 
3,002 
85,232 
6,183 
5 ,491 
1,747 
41,835 
2 
8 
172,963 
5 
402,931 
2,235 
15,847 
117 
810,178 
11,480 
8,427 
2,608 
26,177 
13 
32,365 
60 
106,268 
19,355 
15,130 
448 
89,679 
214,170 
32 
538,994 
1,998 
712 
22 
1,067,938 
14,624 
26,986 
2,882 
34,383 
358 
48,677 
6,173 
92,453 
7,584 
13,993 
3 
1,820 
66,109 
495 
5 ,015 
185,197 
3,306 
571 ,529 
15,787 
4,583 
76 
19,320 1 ,102,0 33 
Eleven Thousand Oil and Gas Producers on Government Lands 
STATUS OF WELLS ON U.S. GOVERNMENT LANDS, BY STATES 
(As of December 31, 1949) 
State 
Public Land 
Alaska 5 ••••. . • .• . • •• .• 
Arizona ..... .. . . . ... . . , 
Alabama .. . . .. ... ....• . 
Arkansas ..... ... . .... . 
California 5 •• •• ••••••••• 
Colorado ..... . ..... . .. . 
Idaho . .... . .. ... ...... . 
~!~isi!na. · : : : : : : : : :·: : : : :\ 
Montana . ...... .. .. .. . . 
Nebraska .. .. . .... .... . 
Nevada . . .. . ... . . . . . . . , 
New Mexico ... . ... . ... . 
North Dakota ..... •. .... 
Oregon ... , , .. ... . . , . . . 
Oklahoma . .... .. . ..... . 
South Dakota .. ... .• .... 
Utah .... ..... ..... . .. . 
Wyoming ... .......•... 
Oil Producers 
~
Active Shut in 
1,344 199 
290 24 
11 I 
8 10 
I ,934 39 
64 3 
00 •••• 
I3 6 
2,479 548 
Total public land...... 6 ,143 830 
Naval Petroleum Reserves 5 
California No. 1. . ... .. .. . 157 
California No. 2. . . . • . . . . . 267 
Wyoming No. 3 o o o •• o o ••• 
Alaska No. 4 .•••••••• • •• 
Total Naval Reserve s o . . 424 
Indian Land 
Arizona , o o •••• o • •••• • •• 
Colorado .... . . . o ••• •• •• 
Montana ... . . . . . ...... . 
N ew Mexico .. o o • •• • • o • • 
Oklahoma' .. .. ..•... ... 
South Dakota . . •. . ... .. • 
Utah . . .... . . .. .... . .. . 
Washington . .. o • • • •• o • • 
Wyoming ... . ..... o • • •• 
Total Indian land ..... . 
365 
47 
3,204 
4 
133 
3,753 
Grand total . . . . . • • . . . • 10,320 
534 
88 
59 
681 
7 
I 
117 
25 
I 50 
1,66I 
Gas Producers 
~
Active Shut in 
4 4 
I9 I8 
75 • .•. 
12 
359 38 
174 29 
21 • ..• 
Oo •••• 
IO I 
.. . ... 
13 3 
94 56 
• 781 
3 
5 
9 
8 
I9 
I22 
2 
I5I 
94I 
I 50 
9 
I3 
I4 
36 
I 
I 
6 
25 
2 
36 
222 
=.! Includes "abandoned" and "plugged and abandoned" wells. 
Drilling 
~
Sus .. 
Active pended 
IO 37 
2 3I 
I 
230 30 
.. . ... 
I 1 
58 8 
2 6 
53 78 
357 
7 
3 
10 
2 
40 
43 
4IO 
I93 
5 
4 
9 
5 
15 
20 
222 
A ban· 
doned' 
10 
I5 
3 
2 
1,I47 
371 
5 
6I 
546 
I 
24 
I,217 
7 
2 
58 
8 
312 
2,407 
6,I96 
143 
242 
I3 
I 
399 
6 
34 
98 
I61 
3,555 8 
2 
8 
2 
I26 
3,992 
I0,587 
Total 
11 
I5 
3 
2 
2,745 
755 
6 
77 
85 
1,22I 
1 
26 
3,459 
28 
2 
I36 
8 
355 
5,715 
I4,650 
858 
615 
86 
9 
1,568 
6 
35 
484 
236 
7 ,078 
2 
14 
2 
288 
8,I45 
24,363 
3 Includes 273 wells used as injection wens for air or gas repressuring 
salt-water-disposal wells. 
and water flooding and 40 
" Does not include Osage Agency. 
G Status, June 30, 1949. 
Authority : U. S. Geological Survey. 
Bulk of Petroleum Production on Public Domain. Four 
Western States 
PRODUCTION OF CRUDE OIL, NATURAL GAS, AND NATURAL 
GASOLINE ON U. S. GOVERNMENT LANDS-1949 
State 
Public Land 
California .. . .••••..•••••• •••• ••••• 
Colorado 3 •••• • •••••••••••• • •••••• 
Illinois •...••••••.•••.•••••.....•• 
Kansas .. .. ..... .... ..... , ..... . . . 
Louisiana . , ·, ... . . .... .. .... .... . . . 
Michigan ....•. ... . . ..... . .. . ..... 
Montana2 , ......... . ............. . 
New Mexico . ......... .... .. . ..... . 
North Dakota • . •• ..•. •• •..• • ••. ..• 
Oklahoma • • . •.• ••. •• ... • ..•....•.• 
Utah ' . ..••. .•.• • · • · • · · · · · • · · • · • • • Wyoming' •.....•..•...•.•. ••. .•.• 
Crude 
Petroleum 
(Barrels) 
22,6I3,I63 
10,655,534 
2,409 
470,744 
I3,805 
2,223,693 
11,078,097 
66,478 
5I,655 
28,557,622 
Total public land .... • ..• .. . •• .... 75,733,200 
Naval Petroleum Reserve No. 2 3 
California ...... .. .. ..... . .. .. . . .. . 
Indian Land 
Michigan •..•........•...•.. • .... • 
Montana .......... o •• •• ••• • ••••• • • 
New Mexico ..... o ••••••••••••• o •• • 
Oklahoma ...... .•. .... . ...•...... • 
Utah .......•....••.. . . ... .. .. .. . • 
Wyoming ...• . ..••... •• ••. .••....• 
2,683,0IO 
2,045 
I,249,617 
I29,520 
9,257,688 
94,I34 
3,4I9,889 
Total Indian land· .•..•.••..•. . •• .. I4,I52,893 
Total public domain. . . . . . . . • . . . . • 92,569,I03 
2 Fiscal year ended June 30, 1949. 
8 Does not include Naval Reserve No. 1, Elk Hills . 
Natural 
Gas 
(Thousands of 
Cubic Feet) 
30,780,680 
5,365,985 
s,I·o·I·,778 
I,526,045 
7,056,143 
46,641,349 
570,76I 
136,102 
4,988,4I6 
22,343,545 
I25,510,804 
I ,609,038 
...... 
5,623,0I8 
7,875,698 
244,658 
I3,743,374 
I40,863,216 
Authority: U. S. Geological Survey. 
Natural 
Gasoline 
(Gallons) 
72,226,975 
886,272 
I,680 
34,072,382 
"88,834 
38,I8I,098 
I45,457 ,241 
7,I87,489 
853,798 
31,33I,980 
32,185,778 
I84,830,508 
PRODUCTION OF CRUDE OIL, NATURAL GAS, AND NATURAL 
GASOLINE ON U. S. GOVERNMENT LANDS-1948 
State 
Public Land 
California .. .. .... o ••• ••••••• •• • • •• 
Colorado . .... o •••••••••• • ••••••••• • 
Illinois o •••••••••••••••••••••• o • • • 
f::issi!n~ · : : : : : : : : : : : : : : : : : : : : : : : : : 
Michigan ... . ............... . ..... . 
Montana . . .. o ... . ................. . 
N ew Mexico ... ... ... ... ... o • •• •••• 
North Dakota .•.••....•.... . ... ... 
Oklahoma . . . ...•.. • • • ...•.......• 
Utah . •. .. .....•• ...... •• •.......• 
Wyoming • . • .• •.•. ... .• .• •• ....... 
Crude 
Petroleum 
(Barrels) 
22,532,746 
9,413,469 
7,110 
466,275 
2,058 
2 ,I59,467 
11,304,198 
52,787 
I0,025 
3I,647,873 
Total public land ••• .•.••. ....... 77,596,008 
Naval Petroleum Reserve No. 2 J 
California • . • . • • • • . . • • . . . • • • . . . . . . . 2,822,650 
Indian Land 
Montana .. .. .... .. ........ .. ..... . 
New Mexico .. . ............. . .. . . . 
Oklahoma •••. • .••..•.••.••• •• •••• 
Wyoming • .•. . .. • ..•.. • .• •• •.•.. • • 
1,319,263 
I47,705 
10,059,035 
6,042,965 
Total Indian land .•• • • • ••.•. . .. . .• I7,568,968 
Total public domain ....•. .• •. . • • •. 97,987,626 
'Does not Inclu de Naval Reserve No. 1, Elk Hills. 
Natural 
Gas 
(Thousands of 
Cubic Feet) 
32,317,0I5 
5,752,077 
4,44"4",766 
I,576,341 
6,383,886 
46,450,748 
652,733 
I37,284 
5,252,769 
2I,930,I48 
124,897,767 
2,I68,716 
1,442 
4,310,094 
7,985;388 
212,841 
12,509,765 
139,576,248 
Authority: U. S . Geological Survey. 
Natural 
Gasoline 
(Gallons) 
79,635,683 
958",io6 
I3,04I 
31 ,54I,726 
83,281 
44,074,874 
156,306,711 
7,318,625 
8·8·4:i46 
32,208,484 
33,092,630 
196,717,966 
• 
Royalty Payments to Federal Government Treble in 4 Years 
'U. S. INCOME FROM CRUDE OIL, NATURAL GAS, AND NATURAL 
GASOLINE ON GOVERNMENT LANDS, BY YEARS 
Year Crude Oil 
Public Land: 
1949 •.••••••.•• $21,986,369 
1948 •••••••• •• • 22,928,302 
1947 ••••••••••• 14,759,756 
194~6 .•...... • .. . 8,998,268 
Total: 
1949 . ••.. .. • .• • $29,233,864 
1948 .. ••• .••• . • 29,348,221 
1947 •••••• . .•.. 21,812,225 
1946 ..••• • · ~ · . .• 14,282,572 
Nava l Petroleum 
Reserve: 
1949 ••••••••••• $ 3,118,690 
1948 .••••.••••. 1,245,154 
1947 •••.•••. • •• 1,062,200 
11!46 •• .••••••.•. 772,482 
Indian Land: 
1949 . .•• • ••.• •• $ 4,128,805 
1948 •••••••.••• 5,174,765 
1947 ••••••••••• 5,990,269 
1{146 .•••••••••. 4,511,822 
Royalties 
(Calendar Year) 
Natural 
Natural Gas Gasoline 
$1,090,175 $664,323 
1,005,044 663,526 
792,084 392,516 
601,861 249,028 
$1,201,423 $780,282 
1,117,665 803,316 
1,076,201 627,978 
839,7.83 460,76'1 
$ 24,196 $ 44,294 
33,766 32,026 
33,263 27,500 
18,065 26.074 
$ 87,052 $ 71,665 
78,855 107,763 
250,854 207,962 
219,857 185,659 
Total 
$23,740,867 
24,596,872 
15,944,356 
9,849,157 
$31,215,569 
31,269,202 
23,516,404 
15,583,116 
$ 3,187,180 
1,310,946 
1,122,963 
816.621 
$ 4,287;522 
5,361,384 8 
6,449,085 
4,917,338 
$ 
$ 
$ 
Other 
Pa,-meD.ts 
(Fiscal 
Year) 
Mid Continent Region Leads U. S. Oil Pro.duction for 4 Years 
CRUDE OIL PRODUCED IN THE UNITED STATES, BY REGIONS, 
1946-1949 
(Thousands of Barrels of 42 U. S. Gallons) 
Rocky Mid 
Appa- Call- Lima- Moun~ Illi- Conti- United 
Year lachian fornia Indiana tain no is nent Gulf Other States 
19491, . ...... 30,948 332,839 16,627 80,999 74,115 949,756 355,023 1,840,307 
1948 ••••.. . .• 32,622 340,074 16,996 82,667 71,758 1 ,063,638 412,430 2,020,185 
1947 ••.•.•. . . 32,762 333,132 16,379 69,621 72,530 949,550 383,013 1,856,987 
194 6 ...... .. . 34,180 314,713 17,282 60.108 81 .999 871,QI\1 354,576 1,733,939 
U. S. CRUDE-OIL STOCKS, BY YEARS 
(Barrels of 42 U. S. Gallons) 
Year's High Year's Low 
January 1 D ecember31 
Year Stocks Stocks Date Stocks Date Stocks 
1949 .••• 256,627,000 253,356,000 June 30 .... 27 4,691 ,000 Oct. 31 . • .. 250,809,000 
1948 .••• 230,654,000 ' 256,627,000 Dec. 31 .... 256,627,000 Jan. 31 .. . • 229,842,000 
1947 .•.• 224,473,000. 224,929,000 M ay 31 .... 237,768,000 Jan. 31 . • •• 223,848,000 
1ll46 • •• • 218,763,000 224,473,000 Feb. 28 .... 227.220,000 Jan. 1 .... 218.763,000 
Today's Crude Reserves Greater Than Total Production 1946-1949 
ANNUAL CRUDE-OIL RESERVES AND DISCOVERIES IN THE 
UNITED STATES 
(Thousands of Barrels of 42 U. S. Gal\ons) 
Accumulated 
Discoveries • 
Year to 
December 31 
1949 • .•••.... . .. ....... 63,557,436 
1948... . ... .. ..... . ... . 60,369,591 
1947.. .. ...... ... . . . ... 56,574,384 
19:4e ' .•••••. "' . . • . . . . • . 54,109,814 
Proved 
Reserves I 
December 31 
24,649,489 
23,280,444 
21,487,685 
l!Q,8?3,560 
Annual 
New 
Discoveries 
and New 
Dev~lopments 
3,187,845 
3,795,207 
2,464,570 
2 ,658,062 
Annual 
Production t-
1,818,800 
2,002,448 
1,850,445 
1,726,348 
Cumulative 
Production 
to 
December 31 
38,907,947 
37,0.89,147 
35,086,699 
33,236,254 
1949 Crude-Oil Production 57 Per Cent Above 19 46-1949 Average 
INDEX NUMBERS OF U. S. MINERAL PRODUCTION 
Crude 
Year Oil 
1949 . .. .... . ....• ; . . . 157 
1948 ...... .. .. .. .... .. . 172 
1947..... . ...... . ... . . 159 
1946..... . .. .. ... . .. . . 148 
(Average 1935-1939 = 100) 
All 
Minerals 
135 
155 
149 
134 
Anthra-
cite 
Coal 
84 
112 
112 
119 
Bitu-
minous 
Coal 
107 
147 
155 
133 
Iron 
Ore 
184 
219 
202 
155 
Lead 
(') 
(') 
(•) 
(') 
Silver 
60 
63 
63 
37 
Zinc 
(') 
(•) 
(2) 
( •) 
Natural-Gasoline Plant Capacity Shows Steady Increase 
NUMBER AND DAILY CAPACITY OF U. S. NATURAL-GASOLINE 
1950 1948 1946 
,--A-, ,--A-, ,..-----A----, 
State 
Oper- Oper- Oper-
ating Total atlng Total ating Total 
Alaska •••.•...••• 
Arkansas ••••••••. 
California •••.••.•• 
Colorado ••••••••• 
Illinois •••.••••••• 
Indiana ....••.•••• 
Kansas .......... . 
Kentucky ••. • ••••• 
Louisiana •.•.••••• 
Michigan ••..••..• 
Mississippi •••••••• 
Montana ......... . 
New Mexico ••••••• 
New York •••••••• 
Ohio •.•••••...•.• 
Oklahoma ......•.• 
Pennsylvania • •.. • • 
Texas ........... . 
West Virginia ... . . 
Wyoming •.•...... 
336 
4,595 
82 
546 
511 
83 
3,121 
46 
421 
43 
684 
1 
48 
2,271 
64 
13,529 
471 
257 
336 
4,625 
82 
546 
511 
83 
3,121 
51 
421 
43 
684 
1 
48 
2,282 
64 
13,585 
472 
257 
302 
4,462 
611 
400 
84 
2,204 
40 
381 
43 
473 
1 
48 
1,755 
72 
9,597 
514 
199 
302 
4,468 
621 
400 
84 
2,204 
45 
381 
43 
473 
1 
48 
1,807 
73 
9,647 
526 
199 
352 
3,026 
617 
296 
83 
1,918 
45 
18 
460 
46 
1,790 
85 
8,311 
406 
196 
352 
3;060 
628 
298 
83 
1,918 
45 
18 
460 
46 
1,853 
114 
8,437 
422 
196 
U. S. total. •.••.. 27,109 27,212 21,186 21,322 17,649 17,928 
Sixfold Value Increase of LPG and Cycle Products in Seven Y eara 
VALUE OF U. S. PRODUCTION OF LIQUEFIED PETROLEUM GAS 
AND CYCLE PRODUCTS, BY STATES, 1941-1948 
(Thousands of Dollars) 
State 
Arkansas 
California •••••• 
Illinois ....... . 
Kansas ....... . 
Kentucky 
Louisiana ..... . 
Michigan ..... . 
Mississippi .... . 
Mpntana ..... . 
New Mexico ..•• 
Ohio ••...•..•. 
Oklahoma .•.•• 
Pennsylvania ••. 
Texas ........ . 
West Virginia .•• 
Wyoming •.•..• 
1948 
2,895 
27,975 
7,864 
1,731 
1,683 
29,154 
3 
922 
350 
1,248 
78 
11,623 
66 
108,347 
4,987 
1,551 
U. S. total. • • • 200,477 
1947 
1,619 
15,880 
5,043 
979 
1,304 
16,818 
17 
818 
208 
709 
90 
6,568 
51 
69,853 
3,289 
691 
123,937 
1946 
1,078 
8,357 
3;390 
467 
986 
9,879 
210 
109 
344 
59 
3,889 
40 
39,472 
1,880 
323 
70,483 
U. S. PRODUCING OIL WELLS, BY STATES 
AVERAGE PRODUCTION PER WELL PER DAY 
(Barrels of 42 U. S. Gallons) 
State 
Arkansas ......•........ 
California ••••••••..•.•• 
Colorado •••••••••••.••• 
Illinois .. • •••.•••.•••.•• 
Indiana ............... . 
Kansas ............... . 
Kentucky ••••.••.•••••• 
Louisiana: 
Gulf Coast •.••••••••• 
North Louisiana ••••.• 
Total Louisiana ••••. 
Michigan •••••••••••.... 
Mississippi ............ . 
Montana .............. . 
Nebraska ..••.••••••.••. 
New Mexico ........... . 
New York .••••••••••••• 
Ohio • • ....••.••••••••.• 
Oklahoma •.•..•...•..• • 
Pennsylvania .......... . 
Texas: 
East Texas .......... . 
Gulf Coast ..•........ 
West Texas ......... . 
Rest of state .••••••••• 
1948 
3,670 
26,460 
700 
26,500 
2,780 
27,900 
14,750 
4,170 
5,600 
9,770 
3,550 
1,320 
3,100 
50 
5,370 
23,100 
20,000 
53,000 
82,000 
22,900 
15,600 
23,600 
51,000 
Total Texas .•••.... 113,100 
West Virginia •.•••••••• 
Wyoming •.•••••••..••• 
Other states ...•.....•• 
16,000 
4,600 
160 
1947 
3,590 
24,420 
600 
25,670 
2,300 
27,500 
14,780 
3,910 
4,790 
8,700 
3,540 
1,120 
2,890 
60 
5,000 
22,500 
19,500 
52,200 
83,600 
23,200 
15,100 
21,000 
48,300 
107,600 
16,250 
4,320 
140 
1946 
3,350 
23,180 
420 
25,600 
2,100 
26,100 
14,650 
3,600 
4,460 
8,060 
3,520 
790 
2,750 
60 
4,690 
23,600 
20,480 
52,170 
83,200 
23,500 
14,400 
19,000 
49,000 
105,900 
16,500 
4,220 
120 
U.S. Proved Reserves of Liquid Hydrocarbon Reserves Over 28 Billion Barrels 
ESTIMATED PROVED RESERVES OF LIQUID HYDROCARBONS IN THE UNITED STATES 
State 
Alabama a ••.••.••••• •• 
Arkansas .. . .. .. . . . .. . . 
California ....•... .. . . .. 
Colorado •• .. . ... .. . . , • • 
Ill inois ... . . . ..... . . . . . 
India na ........... ... . . 
Kans as ..... ..... ... .. . 
Ken~u.cky ..... . ....... . 
Lou•s:ana .... ..... .. . . . 
Michigan . . .... . .... . . . 
Mississippi . . . . .. .. . .. . 
Montana . ... .. .. ..... . 
Nebraska . .. . . . . .... .. . 
New Mexico . ... .... ... • 
New York 3 .. .. . ... . • .. 
Ohio .... . . .. .. . .. .... . 
Okla homa .... .. •. .... .. 
Pennsylvania . ......... . 
Texas •.•... .. ....... . . 
Utah •..... .... . ..... .. 
West Virginia ... .. .... . 
Wyoming . . .. ...... . . . . 
Miscellaneous " • ..... . .• 
Proved Reserves 
as of 
December 31, 
1948 
(1) 
3,547,000 
357,499,000 
4 ,071,491 ,000 
401,757,000 
417,527,000 
49,187,000 
776,739,000 
73,610,000 
2,393,386,000 
70,449,000 
423,010,000 
122,944,000 
865,000 
6 3 2,478,000 
67,116,000 
30,206,000 
1 ,450, 789,000 
112,451,000 
14,558,892,Jl00 
1,016,000 
51,911,000 
752,094,000 
2,263,1100 
U . S. total. .... .... • 26,821 ,227,000 
(Barrels of 42 U. S . Gallons) 
Changes in 
Proved Reserves 
Due to Extensions 
(New Oil) 
a nd Revisions 
During 1949 
(2) 
448,000 
24,279,000 
255,911,000 
2,588,000 
133,147,000 
2,776,000 
142,952,000 
3,190,000 
260,873,000 
9 ,681,000 
72,474,000 
2,747,000 
400,000 
55,356,000 
2,765,000 
2 4 0,302,000 
5,158,000 
1,340,319,000 
15,057,000 
4,107,000 
20,350,000 
1,935,000 
2,591,639,000 
Proved Reserves 
Discover ed in 
New Fields and in 
New Pools in 
Old Fields 
in 1949 ~ 
(3) 
2,540,000 
175,755,000 
75,000 
11,897,000 
7,875,000 
27,868,000 
3,697,000 
61,516,000 
4,235,000 
2 ,215,000 
292,000 
650,000 
42,002,000 
13,000 
41,008,000 
79,000 
586,778,000 
602,000 
1,494,000 
12,355,000 
36,000 
982,982,000 
Production 
During 1949 
(4) 
448,000 
31,213,000 
3 6 0,131,000 
30,242,000 
67,767 ,000 
9 ,503,000 
102,764,000 
11,084,000 
209,584,000 
16,666,000 
38,432,000 
9,880,000 
291 ,000 
51 ,895,000 
4,216,000 
3,611,000 
168,151,000 
11,689,000 
832,546,000 
636,000 
6,689,000 
49,334,000 
575,000 
2 ,017,347,000 
Proved Res erves 
as of 
December 31,1949 
(Columns 1 + 2 + 3 
Less Column 4) 
(5) 
3,547,000 
353,105,000 
4 ,143,026,000 
369,002,000 
494,804,000 
50,335,000 
844,795,000 
69,413,000 
2,506,191,000 
67,699,000 
459,267,000 
116,1 03,000 
1,624,000 
677,941,000 
62,900,000 
29,373,000 
1,563,948,000 
105,999,000 
15,653,443,000 
16,039,000 
50,823,000 
735,465,000 
3,659,000 
28,37 8,501,000 
Cha n ges in 
Reserves 
During 1949 
(Column 5 
Less 
Column 1) 
(6) 
4,394,000 
71,535,000 
32,755,000 
77,277 ,000 
1,148,000 
68,056,000 
4,197,000 
112,805,000 
2,750,000 
36,257,000 
6,84 1,000 
759,000 
45,463,000 
4,216,000 
833,000 
113,159,000 
6,452,000 
1,094,551,000 
15,023,000 
1,088,000 
16,629,000 
1 ,396,000 
1,557,274,000 
2 Only a limited area is ass igned to ea ch new discovery, even thou g h the API Committee on Petroleum Reserves may believe that eventually a much larger area 
will produce; for, in this table, the concer n is only with actually proved reserves . 
3 Crude oil only o 
• Includes Alabama and New York naturaJ.gas liquids; Missouri, Tennessee, .and Virginia crude oil; and Florida crude oil and natural.gas liquids. 
AutlioriiJI : Am eri can P etroleu m Im.tltute; Americnn Gns Associntion . 
Proved Reserves of Natural-Gas Liquids Show Gain in 1949 
ESTIMATED PROVED RESERVES OF NATURAL- GAS LIQUIDS IN THE UNITED STATES 
State 
Alabama4 o o 0 . 0 ••• • 0 ••• 
Arka.n sas o • •• • • • • •• o 0. o 
Califor nia .. . ... ... o o o o o 
Colora do •... ..... • ... o. 
Illinois •...... .. o •••••• 
India n a ... o ••• • o •• o o o •• 
Kansas . .......••. o •••• 
Ken~~cky ...... . ...•..• 
Louxstana o . o • • o •••••••• 
Michigan o ••••• • o •••• o. 
Mississippi .. ......•. o • 
Monta n a ... .. o •• ••• o •• 
N ew Mexico ... . .... . o •• 
New York' .. .... .. o o o. 
Ohio ... , , ..... . ... • •.. 
Oklahoma .. •.... ..• , • , , 
Pennsylvania . .. . .. o o ••• 
Texas .••. •.. o •• o •••••• 
Utah .... . . .........••• 
Wes t Virginia ... .. • . o. o 
Wyoming . .. .. o• •• •o o •• 
Miscellaneous 3 ••• o •• o •• 
Proved Reserves 
as of 
December 31 , 
1948 
(1) 
57,457,000 
307,908,000 
36,299,000 
24,162,000 
108,000 
102,344,000 
14,401,000 
524,096,000 
1,066,000 
57,564,000 
4,000,000 
80,247,000 
1,664,000 
200,388,000 
2,645,000 
2 ,074,674,000 
209,000 
·15,214,000 
36,307,COO 
30,000 
U. S. total. .... . ..•• 3,540,783,000 
(Includes Condensate, Natural Gasoline, and Liquefied Petroleum Gases) 
(Barrels of 42 U. S. Gallons) 
Changes in 
Proved Reserves 
Due to Extensions 
(New Natural-
Gas Liquids) 
and Revisions 
During 1949 
(2) 
1,149,000 
29,996,000 
5,307,000 
6,238,000 
29,000 
6,573,000 
315,000 
81,174,000 
238,000 
1,440,000 
80,000 
9,152,000 
119,000 
43,062,000 
158,000 
110,442,000 
7 ,000 
1,107,000 
8,416,000 
17,000 
294,211,000 
Proved Reserves 
Discovered in 
New Fields and in 
N ew Pools in 
Old Fields 
in 1949 ~ 
(3) 
128,000 
9,560,000 
25,000 
81,000 
20,000 
113,000 
157,000 
17,821,000 
18,000 
101,000 
20,000 
736,000 
13,000 
7,952,000 
79,000 
54,794,000 
2,000 
369,000 
540,000 
36,000 
92,565,000 
Production 
During 1949 
(4) 
3,092,000 
27,189,000 
6,827,000 
3,815,000 
31,000 
2,625,000 
1,628,000 
26,669,000 
119,000 
2,698,000 
230,000 
4,416,000 
126,000 
17,372,000 
239,000 
96,199,000 
10,000 
3,859,000 
1,400,000 
3 ,000 
198,547,000 
Proved Reserves 
aa of 
December 31, 1949 
(Columns 1 + 2 + 3 
Less Column 4) 
(5) 
55,642,000 
320,275,000 
24,190,000 
26,666,000 
126,000 
106,405,000 
13,245,000 
596,422,000 
1,203,000 
56,407,000 
3,710,000 
85,719,000 
1,670,000 
234,030,000 
2 ,643,000 
2 ,143,711,000 
208,000 
12,831,000 
43,863,000 
46,000 
3,729,012,000 
Changes In 
Reserves 
During 1949 
(Column 5 
l .ess 
Column 1) 
(6) 
1,815,000 
12,367,000 
12,109,000 
2,504,000 
18,000 
4 ,061,000 
1,156,000 
72,326,000 
137,000 
1,157,000 
290,000 
5,4 72,000 
6,000 
33,642,000 
2,000 
69,037 ,000 
1,000 
2,383,000 
7,556,000 
16,000 
188,229,000 
2 Only a limited area is assigned to each new discovery, even though the API Committee on Petroleum Reserves may believe that eventually a much large r area 
will produce; for, in this table, the concern is only with actually proved reserves. 
3 JncJudes Alabama, Florida, and New York. 
4 Included in ''miscellaneous." 
Alt thorit.y : Americnn P etroleum Ins titute; Amerlcnn Gas Association. 
1948 LPG and Cycle Production 46 Per Cent Above 1946 
U. S. PRODUCTION OF LIQUEFIED PETROLEUM GAS AND 
CYCLE PRODUCTS, BY STATES, 1946-1948 
(Thousands of Gallons) 
State 1948 1947 1946 
Arkansas 45,194 42,901 38,204 
California 407,324 374,110 264,263 
lllinois ... .. .. 103,202 115,324 108,253 
Kansas 28,617 27,663 18,925 K entucky' •• · ··· 56,407 50,136 44,800 
Louisiana 
··· ·· · 
376,788 330,709 266,031 
M ichigan 46 629 7,713 
Missis sippi .... 18,339 15,190 
Montana 5,046 2,988 1,973 
New Mexico .. . 31,598 20,754 15,965 
Ohio ....... .. 855 1,309 1,100 
Oklahoma ...... 203,032 174,415 141 ,334 
Pennsylvania 933 593 463 
T exas .. •. .. . .. 1,749,317 1,540,655 1 ,185,147 
West Virginia •• 107,927 94,167 68,142 
Wyoming 24,577 15,993 7,719 
u. s. total .• 3,159,202 2,807,536 2,170,032 
Petroleum Industry Grows to Meet Rising Demand for Its Products 
MISCELLANEOUS PETROLEUM STATISTICS, 1 9 46 -1 9 49 
Pipe-Line 
Production Transportat ion Refining Marketing 
Domes-
Crude Motor tic 
Crude on Crude-Oil Fuel Motor- Number 
Oil Miles of Moved by Runs Pro- Fuel of 
Number Number Produced Pipe Pife Lines to Stills duced Demand Vehicles 
of Wells (Thou- Lines in Thou- (Thou- (Thou- (Thou- Served 
Wella Pro- s ands of Opera- sands of sands of s ands of sands of (Thou-
Year Drilled ducing Barrels) tion Barrels) Barrels) Barrels ) Barrels) sands) 
1949 ..... 39,038 44J,545 1,840,307 1,945,519 961,791 912,877 44,120 
1948 ..... 39,778 437,880 2,020,185 124,092 2,719,542 2,048,349 921,923 871 ,270 40,622 
1947 • •••. 33,173 426,280 1,856,987 119,298 2,481,861 1,852,246 839,998 795,015 37,360 
1946 ..... 29.225 421.460 1.733.939 116.544 2,272,226 1,730,197 776,583 735,417 33,948 
Marginal Producers Important Source of Petroleum 
NATIONAL STRIPPER-WELL SURVEY, BY STATES 
Number of Stripper Wells Producing at End of Year 
State 
Arkansas .. . .. . . . . . . 
California ..• ... . . . . 
Colorado . ... . •... . . 
Illinois . ....... . .. . . 
Indiana •• ... ... . . . . 
Kansas .. . ... . . . ... . 
Ken~~cky ... . . ... . . . 
Lou1s 1ana . .. ..• ••... 
Michigan . . . . . •. . .. . 
Mississippi .. . . .. .. . 
Missouri .... ... ... . 
Montana ... . .. . .. . . 
Nebraska ... .• .. .. .• 
New Mexico . . ..... . 
New York ....... • .. 
Ohio • .. .. • .. .. .. ... 
Oklahoma . .•. . . .... 
Pennsylvania 
Tennessee .. • ... • . . . 
Texas . .... . .. . ..•. . 
Utah . ..... . . ... . • . • 
West Virginia ..•.. . . 
Wyoming • .. • . •. .... 
1949 
2,396 
15,249 
132 
23,990 
2,541 
18,015 
14,700 
4,070 
71 
99 
2,914 
54 
2,117 
23,250 
20,034 
43,602 
79,615 
27 
39,759 
15,000 
3,009 
U. S. total . •.•. •• 310,644 
1948 
2,350 
15,412 
132 
4,096 
2,408 
17,070 
3,548 
3,574 
81 
89 
2 ,852 
51 
1,730 
23,081 
21,439 
43,425 
80,257 
32 
38,053 
16,000 
2,956 
278,636 
1947 
2,507 
13,296 
100 
14,886 
1,675 
16,364 
14,300 
3,312 
3,125 
92 
76 
2,751 
53 
1,498 
22,541 
21,970 
43,626 
81,188 
21 
32,528 
• • r • 
16,251 
2 ,512 
294,672 
1946 
2,530 
13,004 
56 
14,643 
1,460 
13,874 
14,042 
2,532 
3 ,201 
70 
25 
2 ,671 
72 
1 ,492 
21,725 
22,972 
44,364 
80,582 
19 
33,678 
16,482 
2,485 
291,979 
Number of Abandonment& 
1949 
16 
56 
796 
19 
517 
250 
266 
10 
28 
14 
290 
1,456 
1,041 
4 ,923 
5 
1,623 
1,090 
40 
1948 
121 
23 
2 
379 
49 
685 
247 
350 
23 
42 
7 
272 
375 
1,713 
1,406 
4,178 
2 ,206 
856 
52 
1947 
91 
158 
3 
856 
47 
749 
145 
75 
267 
25 
42 
18 
208 
425 
1 ,696 
2 
1,933 
763 
19 
1946 
26 
278 
11 
717 
90 
762 
155 
38 
221 
19 
26 
28 
40 
605 
1,777 
2 
1,066 
736 
29 
12,440 12,986 7,522 6,626 
ESTIMATED PROVED RESERVES OF CRUJ?E OIL IN THE UNITED STATES 
State 
Alabama .... . ....•... . 
Arkansas . . . . . . ... • .... 
California .. .... • .... . .. 
Colorado .... .... . .. • . . . 
Illinois . ... . • ......•... 
Indiana . .... .... ....•. . 
Kansas . .... ... . . . .. • .. 
Kentucky . .. .. ... ... •.. 
Louisiana ·· ..... ..... • .. 
M ichigan ... . .•... . .•.. 
Mississippi . . . ... . .... . 
Montana .. .. ..... . ... . 
Nebraska . . ........... . 
New Mexico ....... . ... . 
New York ... . . .. ..... . 
Ohio ..••••..... .. ..... 
Oklahoma ....... .. . ... . 
Pennsylvania ........ .. . 
Texas . . .... . . ....... .. . 
Utah •••. •. . ........ . · • 
West VIrginia ... . ..... . 
Wyoming • .. ... ........ 
Miscellaneous a .. . . . .. . . 
Proved Reserves 
as of 
December 31 , 
1948 
(1) 
3,547 ,000 
300,042,000 
3,763,583,000 
365,458,000 
393,365,000 
49,079,000 
674,395,000 
59,209,000 
1,869,290,000 
69,383,000 
365,446,000 
118,944,000 
865,000 
552,231 ,0()0 
67,116,000 
28,542,000 
1,250,401,000 
109,806,000 
12,484,218,000 
807,000 
36,697,000 
715,787,000 
2,233,000 
U. S. total. . . . . . . . . • 23,280,444,000 
(Barrels of 42 U. S. Gallons) 
Changes in 
Proved Reserves 
Due to Extensions 
(New Crude Oil) 
and Revisions 
During 1949 
(2) 
448,000 
23,130,000 
225,915,000 
2,719,000 
126,909,000 
2,747,000 
136,379,000 
2,875,000 
179,699,000 
9,443,000 
71,034,000 
2,827,000 
400,000 
46,204,000 
2,646,000 
197,240,000 
5,000,000 
1,229,877,000 
15,050,000 
3 ,000,000 
11,934,000 
1,952,000 
2,297,428,000 
Proved Reserves 
Discovered in 
New Fields and In 
New Pools in 
Old Fields 
in 1949 3 
(3) 
2,412,000. 
166,195,000 
50,000 
11 ,816,000 
7,855,000 
27,755,000 
3,540,000 
43,695,000 
4 ,217,000 
2,114,000 
272,000 
650,000 
41,266,000 
33,oss:ooo 
s31,9ii4.ooo 
600,000 
1,125,000 
11,815,000 
890,417,000 
Production 
During 1949 
(4) 
448,000 
28,121,000 
332,942,000 
23,415,000 
63,952,000 
9,472,000 
100,139,000 
9,456,000 
182,915,000 
16,547,000 
35,734,000 
9,650,000 
291,000 
47,479,000 
4,216,000 
3,485,000 
150,779,000 
11,450,000 
736,347,000 
626,000 
2,830,000 
47,934,000 
572,000 
1,818,800,000 
Proved Reserves 
as of 
December 31, 1949 
(Columns 1 + 2 + 3 
Less Column 4) 
(5) 
3,547,000 
297,463,000 
3,822,751,000 
344,812,000 
468,138,000 
50,209,000 
738,390,000 
56,168,000 
1,909,769,000 
66,496,000 
402,860,000 
112,393,000 
1 ,624,000 
592,222,000 
62,900,000 
27,703,000 
1,329,918,000 
103,356,000 
13,509,732,000 
15,831,000 
37,992,000 
691,602,000 
3,613,000 
24,649,489,000 
Changes in 
Reserves 
During 1949 
(Column 5 
Les s 
Column 1) 
(6) 
2,579,000 
59,168,000 
- 20,645,000 
74,773,000 
1,130,000 
63,995,000 
- 3 ,041,000 
40,479,000 
- 2,887,000 
37,414,000 
- 6,551,000 
759,000 
39,991,000 
- 4,216,000 
839,000 
79,517,000 
- 6,450,000 
1,025,514,000 
15,024,000 
1,295,000 
- 24, 185,000 
1,380,000 
1,369,045,000 
2 Only a limited area is assigned to each new discovery, even though the API reserves committee may believe that eventually a much lar ger area will produce; 
for, in this tablt!. the concern is only with actually proved reserves. 
a Includes Florida, Missouri, Tennessee, and Virginia. 
Authority: Amerlcan Petroleum Institute. 
VALUE' OF MINERAL PRODUCTION IN LEADING U.S. OIL STATES, 1947-1948 
All Minerals 
State 1948 1947 
Arkansa• • . ......• • .• 
California ..... • ....• 
Colorado .......•• o . o 
Illinois . o • •• o o o o o o 0 . o 
Indiana o •• • •• o. o •• • o 
Kansas . o • •• ••• o o. o • • 
Ken~'!cky .. ... •...•.• 
LouJsJana .. . . o o • •• o • • 
Michigan .... • o. o ••• o 
Mississippi .... . ••..• 
Montana o •• ••• •• •• ••• 
Nebraska ........... . 
New Mexico ... .... .. . 
New York ... .. .. .. . . 
Ohio .... ... ....... . . 
Oklahoma ........ •. . 
Pennsylvania ....• . 
Texas ....•• •... .... . 
West VIrginia ... .. . . 
Wyoming •••••... o o •• 
123,138 
1,174,674 
129,326 
523,422 
166,803 
363,362 
506,249 
593,403 
205,954 
119,635 
103,125 
9,432 
221,022 
156,140 
328,228 
503,654 
1 ,407,347 
2,809,071 
1 ,008,299 
172,818 
Total, 20 statu ••• 10,625,102 
Other state•• • • • • 1,819,026 
U . S . total ••.•••• 12,444,128 
92,289 
859,039 
104,828 
436,770 
143,298 
267,046 
428,507 
405,576 
169,597 
68,986 
88,231 
7 ,405 
157,652 
130,667 
291,960 
355,750 
1 ,269,762 
1,954,351 
862,980 
117,594 
8,212,288 
1,621 ,510 
9,833,798 
(Thousands of Dollars) 
Crude Oil 
,.-----A--, 
1948 1947 
78,269 
823,696 
43,481 
178,486 
18,647 
287,833 
23,703 
474,848 
47 ,860 
109,025 
24,238 
578 
117,500 
22,975 
13,733 
397,865 
63,457 
2 ,326,209 
12,795 
128,962 
54,500 
572,990 
29,680 
139,560 
12,800 
202,900 
19,830 
321,130 
34,540 
61,470 
16,960 
420 
72,440 
20,050 
10,440 
270,760 
53,170 
1,597,630 
10,210 
75,220 
5,194,160 3 ,576,700 
1 ,874 1,190 
5,196,034 3,577,890 
Petroleum Minerals 
N a tural Gas 
,..--A----, 
1948 1947 
2,422 
64,803 
539 
1,735 
54 
12,235 
12,897 
26,482 
2,195 
3,336 
1,696 
5 ,258 
1,040 
12,901 
23,356 
21,124 
103,505 
34,035 
3 , 119 
332,732 
441 
333,173 
1,818 
57,284 
660 
1 ,565 
80 
10,598 
14,430 
21 ,221 
2 ,386 . 
1,989 
1,560 
2",526 
1 ,118 
13,548 
16,509 
21 ,816 
73,331 
29,643 
2,273 
274,355 
354 
274,709 
Natural Gasoline 
~
1948 1947 
7,259 
86,539 
94 
13,469 
7,782 
2,636 
57,218 
241 
2 ,609 
720 
11,046 
1 
647 
36,411 
1,171 
220,739 
9 ,686 
5,286 
463,554 
64 
463,618 
4,939 
54,203 . 
68 
9,051 
4,805 
1,960 
33,867 · 
265 
1,074 
424 
6,729 
1 
504 
24,390 
882 
142,021 
6,314 
3,450 
294,947 
47 
294,994 
Total Petroleum 
~
1948 1947 
87,950 
975,038 
44,114 
193,690 
18,701 
307,850 
39,236 
558,548 
50,296 
114,970 
26,654 
578 
133,804 
24,016 
27,281 
457,632 
85,752 
2,650,453 
56,516 
137,367 
5,990,446 
2,379 
5,992,825 
61,257 
684,477 
30,408 
150,176 
12,880 
218,303 
36,220 
376,218 
37,191 
64,533 
18,944 
420 
81,695 
21,169 
24,492 
311,659 
75,868 
1 ,812,982 
46,167 
80,943 
4,146,002 
1,591 
4 ,147,593 
Per Cent 
Petroleum 
of All 
Minerals 
,_A--., 
1948 1947 
71.42 
83.00 
34.11 
37.00 
11.21 
84.72 
7 .75 
94. 13 
24.42 
96.10 
25.85 . 
6.13 
60.54 
15.38 
8.31 
90.86 
6 .09 
94.35 
5.61 
79.49 
56.38 
00.13 
48.16 
66.38 
79.68 
29.01 
34.38 
8.99 
81.75 
8.45 
92.76 
21.93 
93.55 
21.47 
5.67 
51.82 
16.20 
8 .39 
87 .61 
5.97 
92.77 
5 .35 
68.83 
50.49 
00.10 
42.18 
2 Apparent discrepancy between tota1s in this table and those in the table entitled "Value of mineral production, by years," results from the fact tha t here 
value is at the mine or well; whereas in the aforementioned table the total, in some instances, includes value at the smelter or refinery. 
• Includes Alaska. 
A.ttthor·i ty: Bureau of Mines. 
Production and Value of Cycle Products Show Sharp Increase 
U. S. PRODUCTION AND VALUE OF CYCLE PRODUCTS, 
BY STATES, 1946·1948 
1948 
Production 
(Thou-
sands of 
State Gallons) 
Arkansas 6,102 
California 137,680 
Kansas ••.•••... 
Kentucky •....•• 
Louisiana ••••.• 197,346 
Mississippi •...• 
New Mexico ••.. 
Ohio •.••••.•••. 
Oklahoma ••.... 
Pennsylvania .•• 
202 
652 
5,901 
14 
Texas . • . . . . • . • 626,092 
West Virginia • • 4,515 
U. S. total. ••• 978,504 
Value 
(Thou-
sands of 
Dollars) 
635 
11,014 
17,939 
14 
67 
643 
(3) 
57,914 
209 
88,435 
1947 
Production 
(Thou-
sands of 
Gallons) 
5,622 
143,475 
15 
183,612 
11,983 
6 
1,165 
8,813 
555,795 
5,232 
915,718 
Value 
(Thou-
sands of 
Dollars) 
348 
7,979 
1 
9,728 
659 
6 
85 
868 
37,129 
314 
57,117 
1946 
~-------A------~ 
Production 
(Thou-
sands of 
Gallons) 
4,527 
87,952 
147,610 
1,100 
10,258 
500,688 
8,552 
760,687 
Value 
(Thou-
sands of 
Dollars) 
239 
3,424 
5,636 
59 
934 
23,885 
227 
34,404 
Natural-Gasoline Plant Capacity Shows Steady Increase 
NUMBER AND DAILY CAPACITY OF U.S. NATURAL-GASOLINE 
PLANTS, BY YEARS, 1946-1950 
(As of January 1) 
Number of Plants 
Daily Capacity 
(Thousands of Gallons) 
Year Operating 
1950 ..•.. • ... .• • ·.• 542 
1948........... .. . 532 
1946 . ............. 582 
Shut 
Down 
12 
17 
44 
Total 
554 
549 
626 
Operating 
27,109 
21,186 
17.649 
Shut 
Down 
103 
136 
279 
Total 
27,212 
21,322 
17,928 
NUMBER OF U. S. NATURAL-GASOLINE PLANTS, BY STATES, 
1946-1950 
State 
Alaska ...•. ••. ..• 
Arkansas •...••••• 
California •••••••• 
Colorado •••••••••• 
Illinois ..•.••••••• 
Indiana •••••••••• 
Kansas ..•••..... r 
Kentucky ••••.•••• 
Louisiana ••••.• • .• 
Michigan .•••••..• 
Mississippi ••••. , • 
Montana ....•.•.•• 
New Mexico .••••• 
New York •••••. •• 
Ohio ••••••••...•• 
Oklahoma ..•..... 
Pennsylvania ••..•• 
Texas •.. ....•...• 
West Virginia ..••• 
Wyoming •.••••.•• 
U. S. total. ....•• 
(As of January 1) 
1950 1948 1946 
~~ ,-----A--., 
Oper- Oper- Oper-
ating Total ating Total atlng Total 
8 
75 
1 
11 
16 
4 
41 
3 
2 
1 
11 
1 
10 
79 
26 
191 
55 
7 
542 
8 
77 
1 
12 
16 
4 
41 
4 
2 
1 
11 
1 
10 
81 
28 
193 
57 
7 
554 
8 
75 
14 
14 
4 
34 
1 
1 
1 
9 
1 
9 
80 
37 
171 
67 
6 
532 
8 
77 
15 
14 
4 
34 
2 
1 
1 
9 
1 
9 
84 
42 
172 
70 
6 
549 
11 
78 
22 
14 
5 
31 
2 
1 
9 
1 
9 
98 
57 
172 
66 
6 
582 
11 
80 
27 
14 
5 
31 
2 
1 
9 
1 
9 
104 
74 
177 
75 
6 
626 
U. S. GEOPHYSICAL AND CORE-DRILLING OPERATIONS, 
AVERAGES 
Year Seismic 
1950 (4 months) •.•.• 351 
1949 ..•.....•......• 404 
1948 . .... . .........• 417 
1947 ••.... . ... •. ••.• 277 
1946 (8 months) .•..• 245 
(Number of Crews) 
Gravi-
metric 
45 
72 
93 
83 
102 
Magnetic Electrical 
7 
8 
11 
14 
24 
Total 
Geophysical 
403 
484 
521 
374 
371 
Core-
Drillin!f 
22 
35 
44 
47 
50 
Total 
Geophysical 
and Core-
Drilling 
425 
519 
565 
421 
421 
Petroleum on Public Lands Brings Sizable Income to U. S. 
Government 
U.S. INCOME FROM CRUDE OIL, NATURAL GAS, AND NATURAL 
GASOLINE ON GOVERNMENT LANDS, BY STATES 
State 
Public Land: 
Alabama . ...... . ... ...•..• ...... $ 
Alaska ••• , ••••• , • , •• , ••• .•• ••• • 
Arizona •.......... ••. .•.......• 
Arkansas ...•.... •. , •.. ..... .. .• 
California .. ....• .. • .. .. .... ...•. 
Colorado •. • .. ..•• . •. ••.••••.•.• 
Florida ...... . .. . .. .. ... ...... . . 
Idaho . .. ... , .. . .... ... ...•. . . . . 
Illinois .....•................... 
Kansas ............. .. .....• • ... 
Louisiana . . .... . ...........•.... 
~l~~:;~;pi .. : : : : : : : : : : : : : : : : : : : : : 
l\1ontana • • • • •.•.• •• . ••• • • .•• • • • . 
Nebraska •• .. . ..•.............•• 
Nevada ............. , ........• , • 
New Mexico ... ...•. ...•...... • .. 
North Dakota ....• . ..... .. .. . •.• 
Ohio •..••.....•.•. .•• ...... .. . • 
Oklahoma •.. ........... .. .... .. • 
Oregon . •.• .••••.•. .•• .•••.••.• . 
South Dakota . ... ... . . .. . .... .. . 
Utah .•.......... ...........•... 
Washington . . ..... . ..... ..... •.• 
Wyoming . ........ ... . . ...... .. . 
1949 
Royalties 
7,170,253.61 
3,820,619.19 3 
834.09 
44,097.13 
131,071.56 
5,135.71 
796;.83'.22 3 
2,979,219.12 
3,099.64 3 
16,726.66 
5o,57i!.49 • 
8,723,oss:is. 
Total public land .... . .......... $23,740,867.57 
Naval Petroleum Reserve: 
California .•• ••• •••.....••. •... .. $ 952,129.97 
Indian Land: 
Michigan •..•. • ....••...••..•.. • 
Montana ......•.• o •••• •••• •• •••• 
New Mexico .••••. . • ...••••.. • .. • 
New York .....•• ••.•• . • •....••• 
Oklahoma' ..•. • . •••.• .....•••... 
South Dakota •..•. •..•.• .....••• 
Utah . ....•....•. •.•..•.. .... ••• 
Washington .. ••• . ••... ..•.•••••• 
)Vyoming ••..•. • .. . ..•...•. ..•.. 
$ 703.16 
481,014.52 
90,346.90 
2,785:2·9·4.49 
24,526.44 
905,636.37 
Total Indian land ..••..•....... $ 4,287,521.88 
Total public domain . .. .......... $28,980,519.42 
Total Receipts 2 
(Fiscal Year) 
$ 966.02 
52;44'o".4i 
1,299.61 
7,669,771.96 
4,187,445.03 
210.00 
199,434.49 
33,081.86 
147,761.30 
5 ,211.09 
1,329.25 
974,544.34 
60.00 
16,939.75 
3,826,310.35 
1,034.69 
66.48 
26,798.13 
8,581.50 
3,495.00 
604,793.36 
1,009.63 
10,681,029.30 
$28,443,613.55 
$ 1,831,608.29 
$ 31,917.65 
681,979.19 
902,316.26 
4,372,822.96 
30;7ii4".35 
3,198.75 
1,783,672.54 
$ 7,806,701.70 
$38,081,923.54 
2 Includes receipts from royalties, bonuses , interest on deferred bonuses, and rentals in excess of 
bonuses. 
3 Fiscal year 1 949. 
41 Does not include Osage Agency. 
Autho•·Hy: U. S. Geological Survey. 
U.S. INCOME FROM CRUDE OIL, NATURAL GAS, AND NATURAL 
GASOLINE ON GOVERNMENT LANDS, BY STATES 
1948 
Stata 
Public Land: 
Alabama ..••.•. • . • .....•••••...• $ 
Alaska ........ .. .............. . 
Arizona •.•.. . ....•• •• • • o ••• o ••• 
Arkansas •••.••....••••••••••••• 
California • • .• .• ...•••••.••••••• 
Colorado • .. o ••••• ••• o •••••••••• 
Florida ••.....• ••. ..••••..•••.•• 
Idaho . . . . ............. . ....... . 
Illinois . . •....•.•.•.• •...• . •• • • • 
Kansas o •••••••• o •••••••• o o o o ••• 
Louisiana ...•.••••.•••..•••••.•• 
Michigan ....••.••...•••••. o. o •• 
Mississippi .• . .. •• .•.• ••• •. •.• . • 
Montana .••.•.•.•••.•• o ••••••••• 
Nebraska •.••...•••••.•...••••.• 
Nevada •.•••••• • .• o •••• o. o ••• o •• 
New Mexico •..•.•• o ••• o• ••• o o o o 
North Dakota • ••••• •••••• ••••• •• 
Oklahoma •.•..••••••••.. • .••••• 
Oregon •• o o •••• • o o ••••• ~ •• • o o o o o 
South Dakota • •• •••••••••.•..••• 
Utah ••.••••.. • . • .•.••• •• .•..•.• 
Washington o ••• o o o o o o o o ••••••••• 
Wyoming ••o•o•· •••••• o••· ····· · 
Royalties 
7 ,448;75"7".36 
3,228,879.32 
2,221.36 
31,797.64 
130,446.79 
1,542.51 
793,620.85 
3,094,'44"8.97 
3,533.85 
10,911.51 
37,6.95 •• 82 
e,813,o·1·6·.6o 
Total public land. • . . • . • . . . . • . • • $24,596,872.58 
Naval Petroleum Reserve: 
California ••••••.••.•••••••.••• •• $ 1,077,526.13 
Indian Land: 
Michigan ....................... $ 
Montana •• o o. o o ••• o •••••• o •••• •• 
New Mexico •• •• ••••.•••••••.••.• 
New York • •••• . • •...•.• • ••••••• 
Oklahoma• •••.••...•.•••••••••• 
South Dakota •...•.••••.•••••.•• 
Utah •••.••••••.••••...••••••.•• 
Washlncton •••••••..• • •••.•••• • 
Wyomlnc ••••••• • •.••••••.•••.•• 
518,584.08 
90,190.39 
3,084,691.86 
1,667;9i7".i8 
Total Indian land .•..•.........• $ 5,361,383.51 
Total public domain ............ $31,035,782.22 
Total Receipts 2 
(Fiscal Year) 
$ 115.00 
500.00 
13,439.25 
804.25 
6,936,241.12 
3,135,286.33 
10.00 
10,898.50 
26,022.33 
234,990.96 
2,022.50 
241.00 
677,487.33 
100.00 
20,212.50 
3,776,928.26 
4,078.61 
18,672.67 
283.50 
9,941.00 
327,862.15 
20.00 
8,870,732.84 
$24,066,890.30 
$ 1,382,193.94 
$ 497.84 
492,507.31 
1,450,864.98 
16,414.83 
4,687,138.03 
149,671.87 
5,756.19 
1,566,757.80 
$ 8 ,369,608.85 
$33,818,693.09 
2 Includes receipts from royalties, bonuses, interest on deferred bonuses, and rentals in excess of 
royalties. 
3 Does not include Osage Agency. 
Authority: U. S. Geological Survey. 
AVERAGE PRICE OF A BARREL OF CRUDE OIL AT THE WELL, 1946-1949 
Indiana Louisiana 
Arkan- Cali- South- ~ MissJs~:t..,pJ North- Gulf Michi- and Man• 
Year sas fornia Colorado Illinois eastern western Kansas Kentucky North Coast gan Missouri:. tan a Nebra• 
1948 .•....• . .. . . ..• 2.48 2.42 2.56 2.77 2.77 2.60 2.77 2.64 2 .69 2.86 2.41 2.58 2.41 
1947 •...•.........• 1.82 1.72 1.89 2.10 2.10 1.93 2.11 1.99 2.01 2.13 1.76 1.94 1.8E 
1946 ...•... . . • ..••• 1.26 1.23 1.32 1.59 1.59 1.42 1.61 1.43 1.45 1.62 1.24 1.44 1.31 
AVERAGE PRICE OF A BARREL OF CRUDE OIL AT THE WELL,l946-l948-Continued 
Ohio 
,------"------ Texas 
Central 
Avera! and Texas AU Utah 
New New South- North- Okla- Penn .. West Gulf Other and West Unite• 
Year Mexico York eastern western homa sylvania Tennessee Texas Coast Texas Alaska Virginia Wyoming State: 
1948 ••..•• •• .••••• • 2 .45 4.94 4.22 2 .58 4.96 2 .46 2.75 2.62 4.76 2.33 2.60 
1947 ••• • . • ••.••• • •• 1 .77 4.21 3.36 1.92 4.19 1.80 2.05 1 .97 3 .90 1.68 1.93 
1946 •••••.•• • ••••• . 1.21 3.83 2.65 1.44 3 .82 1.23 1.51 1.44 3 .40 1.14 1.41 
Petroleum Reserves at Record High 
SUMMARY OF API RESERVES COMMITTEE'S ANNUAL REPORTS COVERING PERIOD 1946-1949 
Year 
Thr:f~~e~i:!~iona 
Estimates 
and Extensions 
to Known Fields 
(1) 
(Barrels of 42 U.S. Gallons) 
PROVED RESERVES AS REPORTED PRIOR TO 1946 
New Oil Found During Year 
Through 
Discoveries of 
New Fields and 
of New Pools 
In Old Fields 
(2) 
Total Through 
New Discoveries, 
Extensions, 
and Revisions 
(Columns 1 + 2) 
(3) 
Production 
During Year 
(4) 
Estimated Proved 
Reserves as of 
End of Year 
(5) 
PROVED RESERVES AS REPORTED FOR 1946 AND THEREAFTER 
1946 ••• •• •..••••••.....•••••. 
1947 •••••• ••••..• •••••• . •.•• • 
1948 .••••••••• •• ••••• •• .•. •• . 
1949 • •• ••..•. ••••••. ......•.. 
2,413,62S,OOO 
2,019,140,000 
3,398, 726,000 
2 ,297,428,000 
244,434,000 
445,430,000 
396,481,000 
890,417,000 
Crude Oil Only 
2,658,062,000 
2,464,570,000 
3,795,207,000 
3,187,845,000 
Natural-Gas Liquids Only 
1,726,348,000 
1,850,445,000 
2,002,448,000 
1,818,800,000 
20,873,560,000 
21,487,685,000 
23,280,444,000 
24,649,489,000 
( .••. • .•• •• ••••••.• This detail not available for 1946 . ....•.• ••• ..•••• •. ) 3 ,163,219,000 
3,253,97 5,000 
3,540, 783,000 
3,729,012,000 
1947 •••••••.••• ••••• •• . •.. .. . 
1948 •• • •••••..•.•. •..•• •....• 
1949 •••• • ••••••.•..... • •....• 
192,237,000 59,301,000 251,538,000 160,782,000 
405,874,000 64,683,000 470,557,000 183,749,000 
294,211,000 92,565,000 386,776,000 198,547,000 
Total Liquid Hydrocarbons 
1946 •.• •••••••• •• •..••.•.• •• • 
1947 • •••• • •...•• •.. ... • .•..•• 
1948 ••• .• •• • • ......••. . .•.•.• 
1949 .•••• . • ••• ••••. .•• •. . .••• 
(. • • . . •• . • ••.••. . . • This detail not available for 1946 • • ••••.•. •• . .••.• .• ) 
2,211,377,000 504,731,000 2,716,108,000 2,011,227,000 
3,804,600,000 461,164,000 4,265,764,000 2,186,197,000 
2,591,639,000 982,982,000 3,574,621,000 2,017,347,000 
24,036,779,000 
24,741,660,000 
26,821,227,000 
28,378,501,000 
AREAS OF WORLD CLASSIFIED AS TO FUTURE PROSPECTS FOR OIL 
North America-
U . S. A.: 
Very 
Great 
Gulf Coast • • • • • • • • • • • • • . • . • • • • X 
Mid Continent (includes West 
Texas and New Mexico) . . . . . . . X 
Rocky Mountains ••••.••••••• • • 
California • , , , •.•••• • •. , ••••• .• 
Eastern , , , ••• , ••••••••••••• • • 
~::!d':. ::::::::::::::::::::::: :: ·x. 
Central America • , .••••••.••••• • • 
South America-
Venezuela •• , ••••..• ; • , ••• , • • • • . X 
Colombia •••.••••••••••••••••• • • X 
Peru •••• , ••.••• ••• ••••••••••• • • 
Ecuador , , , •••••••••• , ...••. , . • . 
Pararuay •• •• •••••••••••••••.•.• 
Chile .•.••••...•.•.•••••.••••.•• 
Argentina • • . . .• , ••• , ••••••• • , 
Bolivia • . • . . . . • . . . . . . . ••..••• • . 
Brazil ........................ . 
Europe-
Enrland ••••.•. • . • •••• •• •••. , •.• 
Germany •.....••.•••••••..•.•..• 
France •••.•.•••.••••...••••.•• 
Italy ...•• • .•.•...•••••.•••...•• 
Albania •...•...••.•..••.. ,, ••. , 
Poland ••..•.. •.• .•••.•.. •• .••• •• 
Romania •• • .....•..•.•••.••••••• 
Spain •••••....•.••• • •••••.••.•• 
Denmark ••••• • •••••••••••••• , • , 
~;'e~f.~'Jo~i;.· · : : : : : : : : : : : : : : : : : : 
Estonia .. •• .• , ••• , •••• , ••.• , •••• 
Russia: 
Baku Region •••• , , , , • • • • • . • • • . X 
North Caucasus • , , , , , , , , • , • , • , , X 
Perm Basin , , , • , • , •• , , • • • • • • . • X 
Emba Rerlon ••••••••••••••• • •• 
Large 
X 
X 
X 
Locally 
Im-
portant 
X 
X 
X 
·x. 
X 
Small 
X 
X 
·x. 
X 
X 
·x. 
X 
·x. 
X 
Asia-
Russia: 
Very 
Great 
East Ural •.••.••...• , , • , , , , , , , 
Sakhalin ......•.• , .. .• •• • , ••. , 
North Arctic ...•.•..••..•••••• ·x· 
Turkmen Region .•• •. • ..• • .•••• 
Tadjikistan and Khirgiz . • ••••.•• 
Iraq ••••••.... • .•.• , •••• , , , •••• X 
Iran . . . • . • • . . . . . . • . . . . . . . . . • . • • X 
Arabia .••. . .. • ...•. . .. • •.••• • •• X 
Kuwait •••........... •• ••••••••• 
Qatar ........... . .......•...••• 
Syria ... •••.. . • •••••••.•..•.•••• 
Bahrein ••.........••.••••••••••• 
Turkey •......... , ..•.••.••.•••• 
India ...•....... . •......•.. , ••• 
Afghanistan •. ... ... .•.....• .•• , .• 
Burma •••.•..•••.•••••••••••••• 
Palestine •. ...•..• • ••••• •• •••••• 
Netherlands East Indies ••••••••••• 
China ....................... · ... 
Japan ..•.. ..• .. •••• •• • •••••••.• 
Australia •••.•....•..•• . .••••••••• 
Africa-
Egypt .. . ......... ••.• .•• •••• •.• 
Mozambique •••••••••••••••••••• 
Angola ..•. .. . . .. •. • , • ••• •• ••••• 
French North Africa •••••• • ••• , ••• 
Madagascar ..•.•••••.•••.••••••• 
Large 
X 
X 
X 
X 
·x. 
Increase Ovet 
Previous YeaJ 
(6) 
931,714,0C 
614,125,0~ 
1,792,759,0~ 
1,369,045,0~ 
90,7·5·6·,00 
286,808,0~ 
188,229,0~ 
704,881,0~ 
2,079,567 .o~ 
1,557,27 4,0~ 
Locally 
Im-
por.tant 
X 
·x. 
X 
X 
X 
Sn 
CHAPTER III 
SPECIAL DEPLETION ALLOWANCE 
LEGISLATIVE HISTORY OF DEPLETION ALLOWANCES 
REVENUE ACT OF 1913 
The corporation excise tax law of 1909 failed to provide for any 
deduction on account of the depletion of mineral reserves. The resulting 
hardship to operators of mines induced Congress to make prov1s1on in 
the first income tax law for depletion . The Revenue Act of 1913 pro-
vided that in computing net income for the purpose of the normal tax 
on corporations ( l% ) there should be allowed as deductions: 
,~ ,~ >:< a reasonable allowance for the exhaustion, wear, and 
tear of property arising out of its use or employment in the 
business, not to exceed, in the case of mines, 5 percentum of 
the gross value at the mine of the output for the year for which 
the computation is made, but no deduction shall be made for any 
amount of expense of restoring property or making good the ex-
haustion thereof for which an allowance is or has been made. ( l) 
This provision relating to mines was interpreted by the Bureau 
of Internal Revenue to include oil and gas wells. 
(I) (C. 16, 38 Stat. 169). 
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accessible U.S. sit e, bir/y dose to a popu-
lated center. So say Standard Oil of Cali-
fornia experts who prepared th is p ictorial 
chaJt. Depending on conditions encoun-
tered, the job may co.~t You from -~200,uoo 
to more than Sl ,Oou,uoo-and tl1ere's no 
guarantee that You'll strike oil at a/I. 
REVENUE ACT OF 1916 
The Revenue Act of 1916, in effect, adopted the provisions of the 
prior act except for a change in the limitation of the allowance . The 
act provided (2) for the · deduction of: 
All losses * >:C ~~ including >!< >!< * 
(a) in the case of oil and gas wells a reasonable 
allowance for actual reduction in flow and pro-
duction to be ascertained not by the flush flow, 
but by the settled production or regular flow; 
(b) in the case of mines a reasonable allowance for 
depletion thereof not to exceed the market value 
in the mine of the product thereof which has been 
mined and sold during the year fqr which the returri 
and computation are made * * >'~ 
Provided , that when the allowance authorized in {a) and (b) 
shall equal the capital originally invested , or in case of purchase 
made prior to March first , nineteen hundred and thirteen, the 
fair market value as of that date , no further allowance shall be 
made ; * * * 
Thus, Congress abandoned the 5 percent of gross as a limitation 
and adopted a " reasonable allowance " not to exceed cost or March 1, 
1913, value. The above provision was inserted in the bill (H. R. 16763) 
by the Finance Committee . ( 3) 
REVENUE ACT OF 1918 
The 1918 act saw the introduction of discovery depletion for oil 
and gas wells and for mines . 
The Ways and Means Committee did not prqvide for such an 
allowance in the bill (4) as reported by it to the House. The committee 
report in r eference to depletion stated merely: 
(3) (S. Rept . No. 793, pt. I , 64th Cong., 1st sess., August 16, 1916 p. 30.) 
(4) (H. R. 12863) 
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The depletion prov1s1on of existing law does not grant an 
allowance for cost of development . In the case of mines, oil 
and gas wells such an allowance seems only equitable and fair 
and the bill provides that a reasonable allowance in such cases 
be allowed for depreciation of improvements. The bill also 
corrects an inequality of the present law by providing for an 
equitable apportionment of the depletion allowance between lessor 
and lessee ( 5). 
It is to be noted that the provision for apportionment of the allowance 
between lessor and lessee has remained in the law ever sip.ce the 1918 
act. 
On the floor of the House, Representative Chandler, of Oklahoma, 
recommended in a general way that taxpayers in the oil and mining in-
dustries be permitted a return of capital on some form of accelerated 
basis. His justification was similar to statements made on behalf of 
those industries today--the hazards of the industries, the speculative 
nature of their investments, the necessity of incentives to prevent the 
end of prospecting and wildcatting. (6) . 
Representative White, of Ohio, introduced an amendment which pro-
vided that the limit on the depletion allowance be l 0 percent of the value 
of the oil withdrawn during the year. It was not clear whether he intended 
an over -all limitation of cost or whether this was, in effect, a form of 
percentage depletion. He l ikewise referred to the hazards of wildcatting 
and stated that incentives were necessary to maintain exploration inas-
much as oil reserves were being drastically redu~ed. He cited the 
highly essential nature of the oil and gas business in respect to the war. 
The amendment was agreed to . ( 7) 
The bill underwent drastic revision in the Senate, and discovery 
depletion appeared in the Finance Committee version. The report of 
that Committee stated: 
(5) (H. Rept. No. 767, 65th Cong., zd sess., September 3, 1918). 
(6) (56 Congressional Record 10339. 65th Cong., zd sess.) 
(7) (56 Congressional Record 10539-10542, 65th Cong., zd sess). 
The prospector for mines or oil and gas frequently ex-
pends many years and much money in fruitless search. When 
he does locate a productive property and comes to settle it, 
it seems unwise and unfair that his profit be taxed at the 
maximum rate as if it were ordinary inco~e attributable to 
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the normal activities of a single year. To stimulate prospecting 
and exploration, the committee has limited the surtax to 20 per 
cent of the selling price in the case of a bona fide sale of mines, 
oil or gas wells where the principal value was demonstrated by 
prospecting, exploring, or discovery work done by the taxpayer ~ 
( § 2llb). A similar limitation has been imposed by the war 
excess-profits tax applicable to gains derived by ,a corporation 
from the bona fide .sale of such mines, oil or gas wells ( § 33 7). 
Special provision is also made for increased depletion allowance 
in the case of such properties(§ 214 (10 and .§ · 234(9). (8) 
The above explanation was not repeated in the report with reference 
to the new depletion provision, but it appears from the context that the 
stated purpose to ·~stimulate prospecting and exploration" was equally 
applicable to the allowance of discovery depletion. With regard to the 
latter, the bill as reported by the committee provided, after striking 
out the entire House provision and substituting depletion on the basis of 
cost, or March 1, 1913, value , that where mines or oil and gas wells 
were discovered by the taxpayer on or after March 1, 1913, and not 
acquired as a result of the purchase of a proven tract or lease, and 
where the fair market value was materially disproportionate to the cost, 
the depletion allowance should be based upon the fair market value of 
the property at the date of the discovery or within 12 months thereafter. 
The depletion provisions were explained on the floor of the Senate 
by Senator Penrose, the ranking Republican member of the Finance 
Committee, as follows: 
The committee gave very careful consic:leration to the 
question of depletion. The just taxation of, incomes derived 
from the operation of mines and of oil p.nd gas wells is a par-
ticularly difficult matter. This is due to ' the fact that part of 
what apparently is income is in reality , p. mere return of the 
(8) (S. Rept. No. 617, 65th Cong,, 3d sess., December 6, 1918). 
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capital of the enterprise. When, for example, a ton of coal is 
sold the excess of what is received from the cost of mining 
of that ton of coal is by no means all income ; part of that 
excess must be treated as a repayment of what was invested 
in the mine from which the coal was taken. Such allowance 
for the extractive industries are covered by the depletion pro-
visions. The committee changed the language of this provision 
to as sure continuance of the recognition of valuation of deposits 
as of March 1, 19 13, as the bas is for the deduction in the case 
of all property acquired by the taxpayer on or before that date. 
In pursuance of a policy permitting, so far as practicable, the 
development of new resources of this character they also pro-
vide for a more liberal allowance than heretofore permitted in 
the case of newly discovered mines, or oil or gas wells, per-
mitting the deduction to be based on the fair -market value of 
property discovered instead of its cost. (9) 
In commenting on the provision on the floor of the Senate, Senator 
La Follette stated as follows: 
If any individual or a corporation acquired a mine prior to 
March 1, 1913, in which is known as a proven tract--that is, 
where there were other mines developed in the same locality--
and there was paid for this $100,000, but on March 1, 1913, the 
fair market value of the property was $1,000,000, then in com-
puting the depreciation such fair market value and not what was 
actually paid for the property shall be the basis. If the mine or 
well was acquired after March 1, 1913, by the taxpayer, then 
not the cost of such acquirement but the fair market value at 
any time within 12 months after such acquirement shall be 
taken as the basis for depletion. So that while the purchase 
price might have been $100,000, after March 1, 1913, if the 
fair market value at any time within the succeeding year was 
$1,000,000, then the depreciation allowed would be based upon 
the latter figure. 
(g) (57 Congressional Record 549 , 65th Cong., 3d sess.) 
The Senate agreed to the committee provision without debate 
and without amendment (10) , However, during a later state of the de-
bates on the 1918 act , Senator La Follette introduced an amendment 
striking out the discovery depletion portion of the bill , retaining de-
pletion on the basis of cost or March 1 , 1913 , value. He pointed out 
in explanation that the allowance of discovery depletion might permit 
taxpayers to take depletion deductions far in excess of cost. ( 11) 
His proposal was rejected. 
The 
discovery 
30 days. 
committee .of conference accepted the Senate prov1s1on for 
depletion but changed the valuation period for 12 months to 
( 12) No explanation for this change was made either in the 
conference report or in the debates on the report . 
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There was no debate in the House on the allowance of discovery 
depletion . However , Representative Kitchin , Chairman of th'e Ways and 
Means Committee , stated during his explanation of the conference report 
that: 
~~ * ~' There are some relief prov1s1ons , especially those known 
as the mineral , oil , and gas provisions, in this bill that I cannot 
subscribe to "" >!< ·~ . I cannot subscribe to them because I regard 
them as pieces of special favoritism ~' "" * I want to say that, 
in my judgment , they are unwise , unjust, and unwarranted. ( 13) 
The b i ll passed the Senate without further debate or amendment of 
the de p1etion sections . 
REVENUE ACT OF 1921 
The 19 21 act provided that the allowance for depletion should 
not exceed the net income from the depletable property . (The act also 
(10) (57 Congressional Record 554, 65th Cong . , 3d sess. ) 
(II) (57 Congressional Record 801 , 65th Cong., 3d sess.) . 
(12) (H, Rept . No. 1037, 65th Cong. , 3d sess., February 6 , 1919) 
(13) (57 Congressional Record 3007 , 65th Cong . , 3d sess. ) 
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provided for the disallowance of the carry-forward of losses attributable 
to depletion if the basis were discovery value rather than cost.) 
During the hearings before the Finance Committee, Dr. Thomas S. 
Adams, tax adviser to the Treasury Department, recommended that the 
allowance of discovery depletion be limited to 50 percent of the net in-
come from the property depleted. He cited, as an example of the abuses 
. . 
in this area, the case of a streetcar company which went into the oil 
business and brought in a gusher . The company was able, because of 
the very high price of oil at the time, to get a discovery value some-
thing in excess of $ 1. 50 per barrel. The price of oil ·. having dropped 
considerably, it later claimed depletion in excess of the gross income 
from the oil property and used the deduction to offset completely the net 
income of its primary business of operating street. railways ( 14). Dr. 
Adams also expressed himself as opposed to discovery depletion in its 
entirety although the . Treasury did not ask for its elimination. ( 15) 
However, the Finance Committee rejected the 50 percent of net 
income limitation and substituted a limit of 100 per cent of net. Its 
report stated: 
>!< >';: * in order to make certain that the clepletion deduction 
when based upon discovery value shall not be ' permitted to off-
set or cancel profits derived by the taxpayer from a separate 
and distinct line of business, it is provided that the depletion 
allowance based on discovery value shall not exceed the net 
income, computed without allowance for depletion, from the 
property upon which the discovery is made, except where such 
net income so comp1ted is less than the depletion allowance 
based on cost or the fair market value as of March 1, 1913; 
* * >:< (16) 
(14) (Hearings, Committee on Finance, on H. R, 8245, p. 266, (confidential committee print)). 
(15) (ibid .• p. 267) 
(16) (S. Rept. No. 725, 67th Cong . , Ist sess., September 26, 1921). 
The limitation was explained to the Senate by Senator Smoot 
{at the request of Senat'or Simmons, chairman of the Finance Com-
mittee) in much the same language as that employed by the report. 
He stated that the provision was intended to prevent companies from 
escaping tax on income from non-mining sources by using offsetting 
depletion deductions. Certain statements on the floor of the Senate 
indicated that even at that early date there was a growing dissatis-
faction with the admi;nistration of discovery depletion. ( 17) 
The net income limitation was agreed to in corlference. ( 18) 
REVENUE ACT OF 19 24 
The 1924 act adopted the Treasury proposal made m 1921 to 
limit the allowance of discovery depletion to 50 percent of the net in-
come from the property depleted. 
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There was no discussion of depletion during the Ways and Means 
hearings on the bill (H. R . 6 715 ) , although the amendment referred to 
above was a part of the bill as reported by the committee : ( 19) 
Chairman Green of the Ways and Means Committee explained the 
new limitation to the House as follows: 
The deduction for discovery of [sic] depletion is limited to 
50 percent of the net income of the property depleted. This 
applies mostly to cases of discovery of oil wells. At present 
a deduction for discovered [sic] depletion may be as great as 
the entire net income on the property depleted , and I have known 
instances where companies actually advertised that they could 
make a distribution of their dividends, without paying any corpora-
tion tax ~~ >!< >!< , I think in many instances they have succeeded in ( 20) 
(17) (See remarks of Senator King, 61 Congressional Record 5815, 67th Cong., 1st sess.) 
(18) ( H. Rept. No. 486, 67 Cong., 1st sess.) 
(19) (H. Rept. No. 169 , 68 Cong., Ist sess . , February 11, 1924). 
(20) (65 Congressional Record 2429, 68 Cong., Ist sess.). 
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evading the corporation tax through depletion allowances. We 
have cut the depletion allowance 50 percent, which will strike 
the House as quite liberal even then. 
The prov1s1on was accepted by the House and an identical amend-
ment was reported by the Finance Committee. (21) 
The hearings before the Finance Committee on the House bill had 
very little reference to deple~ion allowances . A b:rief submitted by the 
National Coal Association, concerning the taxation of distributions by 
corporations out of depletion and depreciation reserves, announced the 
principle that depletion allowances should be such as to permit uaccumu-
lation of a sufficient fund for acquisition of new mineral tracts for re-
placement purposes * * * ". ( 22) 
The Senate adopted an additional amendment providing that dis-
coveries should include minerals discovered or proven in an existing 
rpine or mining tract by the taxp~yer after Februp.ry 28, 1913, not in-
cluded in any prior valuation. The amendment was stricken out in con-
ference. It was inserted by the Senate at the insistence of the mining 
industry to prevent "dilution" of existing cost allowances. (23) 
REVENUE REVISION, 1925 
There was no revenue bill reported in 1925, but the Ways and 
Means Committee conducted hearings on revision of the Revenue Act of 
1924. 
Mr. A. W. Gregg, Solicitor of Internal Revenue , Treasury Depart-
ment, appeared before the committee to ask for a statutory definition of 
"proven tract" for the purpose of allowing discovery depletion. He 
pointed out that: 
(21) (S. Rept. No. 398, 68th Cong., 1st sess., April 12, 1924) 
(22} (Hearings, Committee on Finance on H. R. 6715, p. 334, 68th Cong., 1st sess.). 
(23) (A discussion of this problem appeared in the brief of the American Mining Congress 
submitted to the Finance Committee during the hearings on the Revenue Act of 
1928). 
Under existing law a taxpayer who brings in a well on 
property which was proven territory at the time he drilled 
his well is entitled to discovery value for depletion purposes, 
even though the property was proven at the time he drilled 
the well , provided he purchased the property before it was 
proven. ( 24) 
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Chairman Green commented upon the legislative history of discovery 
depletion as follows : 
Mr . Gregg , I m i ght as well say at this point that if I had 
my way I would wipe out this discovery depletion entirely. I 
consider that it might have been justified in time · of war, and 
that was the only justification given for it to begin with--for 
the purpose of inducing men to go ahead and make these dis-
coveries . At the time we put that in , as I recollect it, it was 
practically admitted that in normal times they would not be en-
titled to anything of that kind. ( 25) 
However , Mr. Gregg said he was not prepared to .discuss repeal of dis-
covery valuation, and the matter dropped. 
Another prominent witness was Dr. Thomas S . Adams , professor 
of political economy, Yale Uni versity, who had appeared as representa-
tive of the Treasu~y in 1921. He stated as his opinion that: 
Depreciation and depletion allowances in connection with 
" valuati ons " on which they are based, give rise to the greatest 
informal or collateral advantages (to the taxpayer) in income -tax 
procedure. Everybody knows that it i s from valuations that the 
taxpayer has derived his greatest extra statutory advantages . 
earned income is not reduced by legitimate deductions based 
upon generous valuations. If I own a tract of land and somebody 
discovers an oil well on an adjoining tract and I immediately 
sink an offsetting well in order to prevent the discoverer from 
( 24) (Hearings, Ways and Means Committee, Revenue Revision, 1925 , p , 162). 
(25) ( ibid.' p . 163) . 
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draining the pool which we are both tapping, I am entitled to 
depletion for discovery value based upon the market value of 
my offsetting well at the time it was brought in or within 30 
days thereafter . Offsetting wells, made to offset discovery wells, 
nevertheless got a privilege inserted in the law to reward dis-
covery. Discovery depletion is granted to 3 offsetting wells and 
perhaps l 0 where it is granted to l true discovery well. But 
the doctor who discovered a cure for sleeping sickness or 
arteriosclerosis could take no deduction for the. cost of his 
laboratory materials used in making the discovery. ( 26) 
INVESTIGATION OF THE BUREAU OF INTERNAL REVENUE 
1925 
The Select Senate Committee on Investigation of the Bureau of 
Internal Revenue, appointed pursuant to Senate Resolution 168, Sixty-
eighth Congress, first session, adopted March 12, 1924, conducted ex-
tensive hearings during the course of 1925 concerning the administrative 
practices of the Bureau, with particular emphasis upon the administra-
tion of discovery depletion. (The Committee is commonly referred to 
as the Couzens committee from its chairman, Senator Couzens.) Ex-
haustive investigation was made into numerous valuation cases by L. C. 
Manson, c·ounsel for the committee. The findings and conclusions of 
the committee appear in its partial report . ( 2 7) 
The committee summarized its findings concern1ng discovery 
depletion as follows: (28) 
Discovery depletion is an examination [exemption] from 
taxation upon realized increment in value not enjoyed by other 
taxpayers. Upon a tax rate of 12 1/2 percent, this exemption 
to the oil industry alone amounts to approximately $37,500,000 
annually, and during the high-tax period it was correspondingly 
greater. But a minor part of the exemption is received by the 
wildcatter of prospector for whose benefit it was intended. The 
major portion of this exemption goes to the large oil-producing 
companies, which also deduct the prospecting and developing ex-
(26) (ibid •• p. 169) 
(27) Senate Report No _, Sixty-ninth Congress, first session, January 1926, 
(confidential committee print). 
(28) (partial report, pp. 3-4) 
pense, intended to be offset by discovery depletion, from in-
come as operating expense. 
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The regulations governing discovery depletion do not confine 
this exemption to the discovery of new deposits, but permit the 
blanketing of known pools of oil with discovery values, to be 
depleted, free of tax. 
It is very clear that the purpose of the provision for discovery 
depletion was to stimulate prospecting for new deposits of mineral and 
oil, yet the allowance of discovery depletion is not confined to the tax-
payers who discover new deposits of mineral of oil, nor to deposits 
discovered since March 1, 1913, but is allowed to tax payers who develop 
di'scoveries made by others, and upon deposits known to exist prior to 
March 1, 1913. 
Analytic appraisals, which determine values to be depleted by dis-
counting estimated expected profits, are too elastic and leave too much 
to the judgment of individual engineers to be suitable for taxation pur-
poses. An amendment of the law is required to permit the substitution 
of a more suitable method. A substitute method is described herein. 
* * 
In the valuation of oil properties there appears to be no system, 
no adherence to principle, and a total absence of competent supervisions. 
Numerous cases were called to the attention of the committee in which 
values, varying by more than 100 percent, are m ,ade the basis of de-
pletion allowances to the owners of undivided interests in the same oil 
property. 
At a later point in the report the committee analyzed what it 
conceived to be the underlying fallacies of discovery depletion. ( 29) 
The increment in the value of property due to the discovery 
of minerals, oil , or gas can in no way be differentiated, in 
( 29) (Partial .report, p. I 8) 
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principle, from the increment in the value of real estate, stocks, 
bonds, and other property, yet all such increment is taxed. 
It may be said that the discoverer of oil or minerals 
assumes a great risk in drilling or prospecting in an unknown 
field . In the first place, discovery depletion is allowed to the 
lessor, who sits idly by and risks nothing that is not risked 
by every investor in real estate. In the secon'd place, we will 
show that the greater part of the allowances for discovery de-
pletion are made to those who drill in proven ground, where the 
finding of oil is practically certain. Furthermore, every in-
vestor in speculative stocks, particularly those who invest in 
new enterprises, organized to manufacture new inventions, 
assume great risks of loss. Except in the case of mines and 
oil and gas wells, no investor is permitted to set up the value 
of his business, after its success has been demonstrated, as a 
deduction from the profit to be derived from that business for 
the purpose of determining his net taxable income. Discovery 
depletion is not a deduction permitted for the purpose of arriving 
at the net income derived from mines and oil and gas wells. It 
is clearly an exemption from taxation on net income and as such 
is a discrimination against every other taxpayer and every other 
industry. 
The report went on to state that most discovery depletion allowances 
had been granted to large companies and not to wildcatters . It stated 
that out of 13,6 71 cases in whi ch discovery depletion was claimed only 
35 were ach1al discoverers of new oil deposits. It cited the estimate of 
Mr . Albert H. Fay, former chi ef of the natural resources division of 
the Income Tax Unit, that approximately $10,000,000 out of the $300,000,000 
total estimated discovery depletion deductions per year, or 3 1/2 percent, 
went to wildcatters . (30 T h e report discussed the history of many 
depletion cases in order to reveal the abuses then prevalent. Typical 
was that of the Texas Gulf Sulphur Company, which had been given a 
discovery value of $38,920,000 on property which it had purchased in 
1909 for $250,000. 
The report proposed a substitute for discovery depletion based 
on discounting actual profits annually as earned.. (31) 
(30) (partial report, p. 21). 
(3 I) (For Treasury Regulations concernin:g discovery depletion, see exhibit I,) 
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REVENUE ACT OF 19 26 
The 1926 act extended percentage depletion to oil and gas wells 
at the rate of 27 l/2 percent of gross income from the property to be 
depleted, not to exceed 50 percent of the net income from that property. 
The Ways and Means Committee made only minor changes in the 
depletion provisions of the bill (H. R. l) which it reported. The report 
pointed out that under existing law discovery value was allowed to one 
who brought in a well upon property proven at the time the well was 
brought in, if at the time it had been purchased by the taxpayer it was 
not proven. The committee bill provided that in the case of oil and gas 
·wells discovered by the taxpayer on and after Janu('1ry 1, 1925, discovery 
valuation would be allowed only in an area not proven at the time of 
such discovery. ( 32) 
In the interests of certainty and clarity a definition of "proven 
area" was also incorporated in the committee bill. . The definition did 
little more than adopt the provisions of existing regulations. 
The finance committee hearings consisted largely of a consideration 
of the partial report of the select committee. L. C. Manson testified at 
length concerning the abuses of discovery depletion. ( 33) 
The report of the Finance Committee on H. R. · l contained im-
portant changes in the depletion provisions. ( 34) 
First, The committee enlarged the existing discovery pro-
vision in the case of mines by permitting a deduction 
for discovery value in the case · of minerals discovered 
or proven in an existing mine or ming tract after 
February 28, 1913, not included in any prior valuation. 
It will be recalled that a similar provision was pas sed 
by the Senate as part of the Revenue Act of 1924 but 
eliminated in conference. 
(32) (H. Rept. No • . I, 6g Cong., Ist sess., December 7, . 1925)~ 
. (33) (Hearings, Committee on Finance, Revenue Act of ig26, 6gth Cong., Ist sess., pp • . 147 ff.) 
(34) (S. Rept. No. 52, 6gth Cong., Ist sess., January 15, 1926) 
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Second, The committee adopted percentage depletion for oil 
and gas wells at a 25 percent of gross rate. The 
report stated: 
The administration of the discovery pr ov1s1on of existing law 
1n the case of oil and gas wells has been very difficult because 
of the discovery valuation that had to be made in the case of 
each discovered well. In the interest of simplicity and certainty 
in administration your committee recommends that in the case of 
oil and gas wells the allowance for depletion shall be 25 percent 
of the gross income from the property during the taxable year. 
The provision of existing law limiting this amount to em amount 
not in excess of 50 percent of the net income of the taxpayer 
from the property is retained. 
Debate on the allowance of a specified percentage of gross income 
as depletion was extensive in the Senate. ( 35) Senator Reed, of Penn-
sylvania, explained the Finance Committee proposp.l on the floor. Portions 
of the debate are reported as follows: 
Mr. Reed of Pennsylvania, Mr. President, in substance, the 
committee did not mean to change the basis for ascertaining de-
pletion on mines . Any change as to mines is a mere change in 
the wording of the section. 
As Senator [Couzens] so well brought out in his investigation, 
the calculation of depletion in the case of oil and gas wells has 
led to great uncertainty and in many cases to widely varying de-
preciation [depletion] allowances. It is a rather complicated sub-
ject but perhaps it ought to be explained in some detail. 
When we come to calculating the income of a man who owns 
an oil well, we have to take into account the fact that the capital 
is constantly disappearing , that it is being depleted by the flow of 
the oil or gas . 
Mr. Couzens, That is equally true of the depletion of other 
minerals, is it not? 
(35) (67 Congressional Record 3761-3778, 6gth Cong., Ist sess.) . 
Mr. Reed of Pennsylvania. It is equally true of the 
depletion of other minerals, and we allow depletion in the 
case of other minerals, just as coal mined from the ground 
depletes the owner's capital. 
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I~ is more difficult to deal with oil than with coal, because 
we can measure the thickness of the seam of coal, we know its 
area, and we can calculate with considerable accuracy the tonage 
that is in the ground. We do not discover coal in the same way 
that we discover oil. There is not the element of uncertainty 
about it. 
Obviously, in calculating the oil well owner's income tax, 
we have , first, to make a deduction from his gross income for 
the amount by which this capital is being returned to him in this 
form which we call depletion. In the past that has been . calculated 
in this way: The expert engineer of the Bureau goes to the area 
where the oil is being produced, he finds out what the size of the 
tract is, and, by a combination of guess-work and imagination, he 
estimate'S the quantity of oil in that area , the quantity of oil that 
is likely to be produced by that well during its entire life . Then, 
by another process of guess-work, he estimates what each barrel 
of that oil will bring in during each of the future years during 
which the oil will be produced, and having arrived at one uncer-
tainty, he multiplies it by the other uncertainty, and that gives him 
the depletion allowance per barrel to be credited against that man's 
income before calculating his tax. 
* * * 
Mr. Couzens. If the depletion were computed on cost, that 
would not happen, would it? 
Mr. Reed of Pennsylvania. No; it would not happen. If we 
were to calculate the depletion at some fixed percentage of the 
cost of the property that would not occur. But ever since early 
days Congress has followed the policy of allowing what they call 
discovery value for both oil and gas wells and for minerals. It 
is perfectly obvious that if I buy an acre of land in the Rocky 
Mountains and pay $ 10 an acre for it , and then, by hard work, 
discover a rich deposit of gold in it, the calculation of my de-
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pletion on the original $ l 0 basis would not allow me any adequate 
return for my real capital. So, in allowing what is called dis-
covery value , Congress and the Bureau have tried to get at the 
real but the unknown value of the property owned by the taxpayer. 
Whether it is wise to handle the problem in that way or not 
I am not ent i rely persuaded. It has led to some large deductions 
from income, but to refuse to do it and to calculate the depletion 
on the original cost is not fair, either, because in these uncertain 
industries there is much property which is bound to be worthless, 
on which the taxpayer really makes a dead loss; but there is no 
production and consequently no depletion from that property. 
Mr. King. And .no tax. 
* * * * 
Mr. Couzens. Does the Senator know of any other industry where that 
is allowed? 
Mr. Reed of Pennsylvania. The production of minerals is the only 
one that I know of--either oil or gas or solid minerals. It is only in the 
production of such minerals that the element of uncertainty enters so 
largely. 
Mr. Couzens. We cannot determine the degree of the element of 
risk that enters into the respective industries, but I submit that anyone 
who undertakes an industry, whether it be a manufacturing industry, a 
bank, or something else , has an element of risk , has he not? 
Mr. Reed of Pennsylvania . Yes; he has an element of risk but 
his property is generally worth something, even if the risks go against 
him. That is not true of the man who takes a worthless mineral claim. 
Mr. Couzens. If he discovers oil he gets the results similar to 
those obtained by the man who produces some trade-marked article that 
happens to please the people . He may or may . not trade-mark an article 
that appeals to the public. In ot her words, he may go on for years 
experimenting with a trade-marked article, and he may lose many 
millions of dollars; then he may discover an article which appeals to 
the public, but he is not allowed to capitalize all his previous losses in 
computing his taxes . 
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Mr. Reed of Pennsylvania. 
* * * 
I hope I have explained to the Senate how this present method of 
calculating depletion in oil wells is really a combination of uncertainties. 
The factor of error that is possible in either of those elements is in-
tensified by the fact that we are multiplying one uncertainty by another. 
So we are trying , by the Finance Committee amendment, to get 
away from those uncertainties and to adopt a rule of thumb which will 
do approximate justice to both the Government and the taxpayers. 
We find, then, that probably the best way to do it is to provide 
that an arbitrary percentage on the gross value of each year's yield be 
chalked off for depletion. We figure it on gross income instead of net 
income, because the net' income from oil wells varies very greatly. When 
the first flush production comes the operating cost of the well is very low 
per barrel, but as the well trails down and finally comes to produce a 
small quantity of oil , the cost increases . Up in my State we have many 
wells working which average less than a quarter of a harrell of oil per 
day. Obviously, the operating cost of those wells is pretty high, and in 
many cases production gets down to the point where there is practically 
no net income, and yet the oil keeps flowing . There is a reduction of 
capital going on , and if we based the depletion on net income we would 
not always reflect it. 
Discussion began at this point as to whether the proposed amend-
1;, ment woul d 9-id or injure the small independent . For example, from the 
Record: 
Mr. Neely , If the bill is passed in its present form it will result 
in an increase in the taxes of all independent operators . 
Mr . Reed o~ Pennsylvania. It would for some of them and it would 
result in a decrease for others. I cannot bring that out too strongly, that 
the little men and men who have settled production will probably be the 
gainers. 
Mr. Neely . They are the large ones, ar.e they not? 
Mr. Reed of Pennsy lvania. In my section of the country they are not. 
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Mr. Neely. In my section of the country they are. 
Senator Neely thought it necessary to increase the percentage to 
35 in order to protect the small operator. Senator Goff introduced an 
amendment providing for either a 35 or 40 percent allowance depending 
upon the relations of operating expenses to gross income during the 
taxable year. This proposal was defeated. ( 36) Senator Neely then 
proposed a flat 35 percent rate. This proposal was adopted. ( 3 7) 
~~ ':' >:C [W ] hat Congress first intended to do was to allow 
the deduction to the little "wildcatter" who had spent nearly all 
his money in exploring for oil and then discovered a well. That 
was the intent of Congress, as the evidence before the Ways and 
Means Committee and the Finance Committee of the Senate plainly 
shows, and as every Senator and Representp.tive who was on those 
committees at that time must know. That idea has now been en-
tirely abandoned, and this is so profitable and advantageous to the 
oil industry that it is proposed to extend it so that not only the 
little "wildcatter" but the whole industry will get the benefit. 
There was no clear statement made as to the origin of the 25 
percent rate. There was some suggestion that it represented an average 
of what the companies were getting under discovery depletion. However, 
there were statements to the effect that the latter had resulted in allow-
ances ranging as high as 60 percent of gross. 
In conference the House receded with an amendment establishing 
27 1/2 percent as the applicable depletion rate for oil and gas. It was 
also agreed that in the case of mines discoveries should include minerals 
in commercial quantities contained within a vein or deposit discovered 
in an existing mine or mining tract by the taxpayer after February 28, 
1913, if the vein or deposit thus discovered was not merely the un-
interrupted extension of a continuing commercial vein or deposit already 
known to exist and if the discovered minerals were of sufficient value 
and quantity that they could be separately mined and ma!keted at a profit. (38} 
(36) (ibid. p. 3775) 
(37) (ibid, • p. 3776) 
(38) (H. Rept. No. 356, 6gth Cong., Ist sess., February 22, 1926). 
The conference report contained the following statement on the 
adoption of percentage depletion: 
The Senate amendment makes only one basic change in 
the discovery depletion provision of existing law so far as 
such provision relates to mines. It provides that discoveries 
shall include minerals in commercial quantities contained 
within a vein or bed discovered in an existing mine or mining 
tract by the taxpayer after February 2.8, 1913, if the vein or 
bed thus discovered was not merely the extension of a con-
tinuing vein or bed already known to exist and if the discovered 
minerals are of sufficient value and quantity that they could be 
separately mined and marketed at a profit. 
The administration of the discovery provision of existing 
law in the case of oil and gas wells has been very difficult 
because of the discovery valuation that had to be made in the 
case of each discovered well. In the interest of simplicity and 
certainty in administration the Senate amendment provides that 
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in the case of oil and gas wells the allowance for depletion shall 
be 30 percent of the gross income from the property during the 
taxable year. The provision of existing law limiting this amount 
to an amount not in excess of 50 percent of the net income of 
the taxpayer from the property is retained. 
The House recedes with an amendment providing that the 
depletion deduction based upon gross income in the case of an 
oil and gas well shall be 2.7 1/2 percent of that income instead 
of 30 percent, and in the case of mines the Senate amendment is 
changed to provide that discoveries shall include minerals in 
commercial quantities contained within a vein or deposit dis-
covered in an existing mine or mining tract by the taxpayer 
after February 2 8, 1913, if the vein or deposit thus discovered 
was not merely the uninterrupted extension of a continuing com-
mercial vein or deposit already known to exist and if the dis-
covered minerals are of sufficient value and quantity that they 
could be separately mined and marketed at a profit. 
In their statement on the floor of the House with respect to the 
conference report, the managers on the part of the House made no 
explanation of the percentage depletion provision other than to say 
that a 2.7 l/2. percent rate had .been agreed upon. 
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The debates in the House and Senate on the conference report 
ignored the depletion provision entirely . 
-EFFECTIVE SINCE 1926 -
SPECIAL DEPLETION ALLOWANCE 
The formula permits 27 1/2% of each years gross income from an 
oil property, but not exceeding 1/2 of the net income after operating ex-
penses, to be deducted in computing income taxes. 
This means that only inc6me from capital and not capital itself 
should be subject to taxation. (This is in accord with established principles 
in this country.) 
This Depletion Allowances Theory is that it permits the oil man to 
recover the capital he invests in drilling a well so that he can continue 
the search for oil. 
REVENUE ACT OF 1928 
The 1928 act made no significant changes with respect to the ex-
isting depletion allowances. At the instance of the Finance Committee a 
provision was put into the law providing for the apportionment of de-
ductions between life tenant and remainderman and between trustee and 
beneficiary. ( 39) 
However in spite of the failure to make any major changes, there 
was considerable testimony on the subject of depletion before the com-
mittees. Representatives of the mining industry argued extensively that 
percentage depletion should be extended to their industries. 
A brief submitted in behalf of the National Coal Association 
urged 6-percent depletion for coal on the ground that--
While the uncertainty with reference to coal reserves in 
the ground is not as great as that with respect to oil and gas 
reserves, there are frequently instances in which the develop-
(39) (S. Rept. No. g6o, 70th Cong., Ist sess., May I, 1928). 
ment of the mine reveals the fact that reserves actually dis-
covered fall far short of the original estimates of the engineers 
>:c * * On account of this uncertainty as to reserves, as well 
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as because coal mining can seldom take advantage of the de-
pletion allowance based on discovery value, the industry is 
justified in asking for the establishment of a method of com-
puting depletion similar to that applying to oil and gas wells. (40) 
The most important testimony in behalf of the mining industry was 
that of J. F. Callbreath, representing the American Mining Congress. (41) 
He recommended depletion at the rate of 15 percent, the rate which was 
ultimately adopted in 1932 . 
He particularly urged percentage depletion for m1nes in order to 
help the "small operators >:< * * who have been unable to take advantage 
of depletion allowances under the present law, on account of the great 
expense involved in the determination of valuation , and in particular the 
determination of discovery valuations >:< >:< * " ( 42) Mr. Callbreath 
listed certain further advantages of the, percentage method in that it 
could be applied promptly; that it would eliminate complicated analytical 
appraisal for the future; that it would result in economy to both the 
Government and the taxpayer; and finally that it would eliminate the 
necessity for recurring valuations . 
The witness stated that the 15 percent rate which he recommended 
represented an actual average of depletion deductions which had been 
allowed under existing law in each of the major branches of the metal-
mining industry. "The percentage-depletion allowance here proposed is 
thus merely the equivalent of the actual allowances under previous 
revenue acts". (43) No statistics were introduced to support this 
statement, but it was not challenged. He further recommended that 
discovery valuations which had already been established be left un-
disturbed and that the percentage allowance be applied only as to the 
future. 
(40) (Ways and Means Committee, hearings on revenue revision, 1927-28, interim 69th-7oth 
Cong., October 31 -November 10, 1927, p. 134). 
(41) (ibid. ' pp. 505 ff.) 
(42) (ibid •• p. 507) 
(43) (ibid. ' p. 509) 
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As already noted, the committee did not make the recommended 
changes. {44) No amendments to the depletion provisions were pro-
posed on the floor. 
The American Mining Congress again submitted a lengthy brief 
when the Finance Committee held hearings on the 1928 ac~. {45) The 
brief was substantially the same as the testimony reported. However, 
certain additions are worth noting. The brief stated that the conference 
committee on the revenue bill of 19 26 had considered extending per-
centage depletion to metal mines (as well as to oil and gas wells) but 
that sufficient data were not available at that time to permit the deter-
mination of a fair allowance. It stated that 15 percent appeared now to 
be a conservative approximation of the present worth of the ore in place. 
( 46) 
The brief made an extensive attack on discovery depletion insofar 
as it had been applied to the mining industry: 
The administration of the discovery clause led to interpretations 
by the Bureau of Internal Revenue that, in the case of mines, so re-
stricted its application that only a few of the discoveries made subse-
quent to March l, 1913, were valued by the Bureau as discoveries. 
Discovery value was denied on ore discovered after March l, 
1913, in the following instances to which exception is taken by the 
mining industry: 
( 1) Where the newly discovered ore was part of an existing 
mine, and was to be developed and extracted through ex-
xisting workings. 
( 2) Where the newly discovered ore was an extension of a 
previously known vein or deposit. 
(44) (H. Rept. No. 2, 70th Cong., Ist sess., December 7, 1927) 
(45) (H. R. I) 70th Cong . . Ist sess., April 9-13, .1928, pp. 303 ff.). 
(46) (ibid •• p. 308) 
(3) Where ore existed but was held by the Department not to 
be well enough defined to justify its inclusion in the 
original valuation. 
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Consequently, the taxpayer was allowed discovery value as a 
basis for depletion only in a case where the discovery was made in 
virgin territory, and the value allowed by the department in all cases 
was ultraconservative. * >'r: * 
The situation was further aggravated by the fact that the Bureau 
in many instances used the newly discovered ore to dilute values es-
tablished as of March l , 1913 , cost basis , or discovery value previously 
allowed . This was accomplished by revising original estimates of tonnage 
discovered without revising the original valuation. ( 4 7) 
It was this latter complaint which had led the Senate to amend the 
19 Z4 bill to provide that discoveries should include ores or minerals, 
discovered in any mine or mining tract, after February Z8, 1913, not 
included in any prior valuation. The same amendment was again urged 
for inclusion in the 19 Z6 act and was included in the House bill only to 
be stricken out by the Senate . The definition of discovery which was 
included in the l9Z6 act as a partial answer to the complaints of the 
mining industry was now termed unsatisfactory: 
Small mining taxpayers >:' >:< >:< find themselves unable to bear the 
expense necessary to prove up sufficient quantities of ore, within the 
time limit fixed by law, to establish an adequate basis for a discovery 
valuation. { 48) 
Thus, the mining industry recommended retention of existing 
discovery valuations except in those cases where percentage depletion 
would result in a more favorable allowance. This recommendation was 
criticized in 19 Z9 by the joint committee staff in its Preliminary Report 
on Depletion. The staff concluded that such a provision would lead to 
lack of uniformity of the tax burden , decrease in revenue, increased 
complexity of law and administration, and even greater tax advantages 
than the industry was already enjoying . 
(47) (ibid .• p. 308) 
(48) (ibid. , p. 310). 
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The brief made the same point that had been made in a prior 
year by representatives of the coal industry--that a depletion allow-
ance was needed sufficient to provide a reserve for replacement of 
deposits. ( 49) 
As previously noted, no action was taken in the Senate other 
than that relating to apportionment of the deductions between life 
tenant and remainderman and between trustee and beneficiary. (50 
PRELIMINARY REPORT ON DEPI.rETION 
September 19, 19 29 
The joint committee staff report concentrated on an appraisal 
of existing depletion allowances with respect to metal mines and recom-
mended certain alternative plans. It did not evaluate the operation of 
percentage depletion with regard to oil and gas wells although such 
an allowance had been in effect for some 3 years at the time of the 
report. It did make the statement that the change had substantially 
increased the tax burden of the oil and gas industry . (51) 
The report criticized discovery depletion in three major respects: 
( l) The administrative difficulty of making the 
necessary valuations, 
(2) The instability of revenue, and 
( 3) The inequitable re suits between different industries 
and between different branches of the same industry. 
The staff pointed out that mining and quarrying paid the lowest 
tax of any industrial classification. Furthermore, it stated that "statis-
tics show that mining companies are not retaining a substantial portion 
of the depletion reser ves allowed under the revenue acts for the ac-
(49) (Finance Committee, hearings, supra, pp. 315-316). 
(SO) ( s. Rept. No. g6o, 70th Cong., Ist sess., May I, 1928). 
(SI) (Preliminary report, p • . I2) 
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quisition of new properties. This result refutes the commonly accepted 
idea that the depletion reserves allowed for income -tax purposes are 
utilized for the purpose of acquiring new properties to take the place 
of those exhausted." {52) 
The report indicated the reduction of taxable -net income resulting 
from the various depletion allowances. In the case of metal mines this 
reduction averaged 44.5 percent; in the case of oil and gas wells the 
reduction was 53 percent in 1924, whereas in 1925 and 1926, after 
percentage depletion was put into effect, the reduction to this industry 
was only 3 6 per cent. {53) 
It was indicated that in metal mm1ng the ratio of depletion to 
gross sales was about 14 percent (indicating the basis for introduction 
in 1932 of percentage depletion at a 15 percent rate) q.nd in coal mining 
only about 2 percent {indicating that the future 5 percent rate represented 
a ·substantial tax benefit~ {54) 
Slightly different figures are found on page 68 of the report. 
There it is stated that statistics for the year 1925 showed depletion 
allowances for all metal mining to have been 16.7 percent of the gross 
sales and 33 percent of net income. 
It was the opinion of the staff that discovery depletion had not 
carried out the original intent of Congress. The report stated: 
In enacting the discovery clause in the revenue act of 1918, 
Congress doubtless intended to grant relief chiefly to the in-
dividual prospector. This has not turned. out to be the case. 
The greater part of the benefit from discovery depletion has 
gone to corporations having full opportunity to charge explora-
tion expenses of years prior to discovery against their income. 
·Furthermore, other classes of taxpayers, especially inventors, 
appear to be entitled to as favorable treatment as the prospector. 
In the case of discovery depletion, it is apparent that the extent 
(52) (ibid •• p. 9) 
(53) (ibid., pp. 10, 11). 
(54) (ibid. , p.- 1 I). 
128 
to which the discovery value exceeds the cost represents 
tax-free income. In other words, taxpayers entitled to the 
benefits of this provision are given an advantage as to taxes 
over competitors who are not so fortunate in this respect. 
For example, the existing law allows discovery depletion 
only in the case of mines. Oil and gas wells and other natural 
deposits are not entitled to any relief from this source. (55) 
The recommendation of the staff was that depletion based on a 
percentage of net income should be employed for aU the mineral in-
dustries, eliminating both discovery and March 1, 1913, values. 
1930 HEARINGS ON DEPLETION OF MINES 
Subsequent to the rendition of the Preliminary Report on Depletion 
by its staff, the Joint Committee on Internal Revenue Taxation conducted 
hearings on the depletion of mines. ( 56) 
The representatives of the mining industry generally supported 
the conclusions and recommendations of the preliminary re,port. They 
favored depletion based on 33 1/3 percent of net income. 
Mr. L. C. Graton, a mining geologist who appeared on behalf of 
several mining taxpayers, explained the concept of "capital" which the 
industry thought basic to proper tax treatment. He stated that the capital 
of the mine owner comprises: 
Every unit of profit-yielding mineral contained within 
the confines of the premises * >:< * regardless of whether 
it be an uninterrupted part of a deposit he may be working 
or may otherwise know, or whether, on the contrary, it com-
prehends wholly independent masses and bodies of mineral; 
and further, regardless of whether, at any time, he may or 
may not be aware of its existence. (57) 
(55) (ibid •• p. 12) 
(56) (Joint Committee on Internal Revenue Taxation, hearings, Depletion of Mines, 
71st Cong., 3d sess., December g-12, 1930.) 
(57) (ibid., pp. 5, II). 
Mr, B, H, Batholow, Special Assistant to the Secretary of the 
Treasury, attacked such a concept of capitaL He pointed out that, 
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while "capital" might have the meaning ascribed to it by the mining 
industry for certain purposes, as far as the income tax was concerned 
it had always meant cost or March 1, 1913, value, He cited numerous 
Supreme Court decisions to that effect and explained that no other tax-
payers were given the advantages desired by the mining industry, He 
pointed out that discovery value was not recognized as the taxpayer's 
investment in the property and that such value was not permitted for 
determining the gain or loss basis, 
He explained the position of the Treasury as follows: 
Now the Treasury believes it important, at a time when a 
proposal to change or extend the provisions relating to dis-
covery depletion, or its offs'pring, percentage depletion, is 
being considered, to have in mind why these provisions were 
put into the law, and to recognize that these provisions permit 
a return, as capital, of something which is not original capital 
investment or March 1, 1913, value--a concession which no 
other taxpayers are getting. Without commenting on the wisdom 
of these provisions, the Treasury wishes to raise the question 
whether the conditions now prevailing warrant an extension of the 
principle of the discovery provisions, a principle not applicable 
to other trades or industries, 
* * * 
Now, taking the present income-tax system as it stands, the 
Treasury must have substantial grounds upon which to predicate a recom-
mendation that the discovery and percentage d~pl~tion provisions, which 
apply only to the mining and the oil and gas industries respectively, be 
further extended, thus making a further discrimination between mercantile 
or manufacturing organizations and mine or oil and gas wells, In the 
application of any special provision or special grant to a special industry, 
even though based on sound economic reasons, it becomes necessary to 
stop some place, In the case of discoveries, the rule is that they must 
(57) (ibid, • pp, 5, I I), 
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result in a new ore body, such as ordinarily results in the case of the 
prospector, the explorer, or the wildcatter, who goes out and risks his 
capital. It is, of course, true, that taxpayers, who did not risk or ex-: 
plore but unexpectedly came across new ore bodies, were automatically 
within the language of the discovery provisions and were entitled to the 
benefits which Congress expected to exte.nd only to a limited class. When 
that happens, it may be felt by some that there is a discrimination be-
tween the taxpayer who had the fortune, without prospecting, to discover 
new ore bodies and the taxpayer who had no such fortune. But certainly 
there is no warrant for extending the grant to a taxpayer who does not 
disc over a mine or a new ore body. 
Furthermore, any grant that is made must have its limitations . 
It has got to stop some place, and the taxpayer who is not quite reached 
by the grant will feel that he is discriminated against, because there is 
not much difference. if any. in his mind, between himself and the tax-
payer who just barely came within the grant. And so there are bound to 
be taxpayers who feel they ·are discriminated against unless the discovery 
provisions are extended. The only way to prevent such alleged discrimina-
tion is to withdraw the grant entirely and put all industries on the same 
basis . The Treasury does not suggest that; but, rather than see a grant 
which the Treasury regards as resulting in a special tax exemption ex-
tended in order to do away with alleged discrimination, it would prefer 
to see the grant withdrawn. And if discrimination is the thing to be 
given attention, the best way to remedy the situation is to withdraw the 
grant rather than extend it; because, if it is extended further, to take in 
the taxpayers complaining now , similar alleged discriminations will re-
occur as to a different set of taxpayers who are just beyond the reach of 
the extended grant. So there is only one remedy for alleged discrimina-
tion, if that is thought to be a compelling factor, and that remedy is 
to withdraw the grant. 
The remarks, so far, h~ve stressed. ·-what is the capital which for 
income -tax purposes a taxpayer should recover tax free and have called 
attention to the exceptions which have been grafted on the rule. It 
appears that in the 1926 act percentage depletion was substituted for 
discovery depletion in the case of oil and gas wells . I am informed that 
the oil and gas industry, probably to the extent of about 90 percent, has 
been able to bring itself within the statutory provis i ons relq.ting to dis-
covery depletion. Therefore, no objection was made to substituting per-
centage for discovery depletion in 19 26 as to that particular industry, 
discovery depletion being already allowable in most of the cases. No 
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tax deduction to the industry as a whole was expected. In the case of 
the mining industry the situation is entirely different, because dis-
coveries in that industry are the exception rather than the rule. I am 
informed that only 8. 7 percent of the values in the metal, coal, and 
sulfur industries upon which depletion is allowed are based upon dis-
coveries, and in the nonmetal industry this percent drops to an in-
significant figure. Therefore the allowance of percentage depletion in 
the mining industry would effect a vast change because it would grant 
to all instead of relatively few the special tax benefit or exemption 
which Congress has heretofore accorded only to those who risked their 
capital and made discoveries of new ore bodies. (58) 
The joint committee made no report following its hearings on the 
depletion of mines, and the question was left to the committees having 
jurisdiction over the revenue bill of 1932. 
REVENUE ACT OF 1932 
The 1932 act extended percentage depletion to metal, sulfur, and 
coal mines, at the rate of 15 percent of gross income for metals, 23 
percent for sulfur, and 5 percent for coal. 
Much of the depletion testimony before the Ways and Means Com-
mittee simply repeated what had previously been told the joint committee 
in its hearings on depletion of mines. 
The sulfur industry asked to be placed on a par with oil and gas, 
i.e . , granted percentage depletion at the 27 1/2 percent rate. (59) The 
similarity of exploration and production methods were pointed out, and 
it was announced by the witnesses that such an allowance would not 
lessen the taxes then being paid by the sulfur industry. No statistics 
were submitted in justification of such a percentage. 
(58) (ibid,, pp. 109-1 I I). 
(59) (Ways and Means Committee, hearings on revenue bill of 1932, 
72d Cong., 1st sess., pp. 337-341). 
132 
It was pointed out that sulfur is in its commercial state as 
recovered and has a "field price" as it comes out of the ground. Un-
like metals, no smelting, concentrating, refining, etc., is necessary and, 
therefore, the witnesses stated, percentage depletion was particularly 
appropriate in the case of sulfur because there would be no necessity 
for allocating the proper portion of income between that which is due 
to the mining operation alone and that due to refining, smelting, trans-
porting, etc. 
The coal industry made a more extensive ~tate;rnent than during 
the joint committee hearings. { 60) Its brief stated generally: 
( 1) The coal industry was being taxed to an i~equitable extent 
in comparison with other mining industries. 
(2) The coal industry was then in a period of acute depression{and 
·::._ thus was in need of tax relief). 
( 3) The fact that oil was the chief beneficiary of the inequality 
of the existing tax burden worked a particular hardship on 
coal in view of its competitive position~ 
( 4) March 1, 1913, values were generally inadequate for coal 
depletion because 1913 was a period of depression in the 
industry. 
( 5) Discovery depletion had not been allowed in the case of 
coal mines. 
( 6) The coal industry paid a far higher percentage of net income 
in taxes than did oil and gas or metal mines. { 6 1) 
The brief recommended that coal be given depletion at the rate 
of 33 1/2 percent of net income provided that s-y.ch an allowance should 
in no case be less than 5 percent of gross. In ~upport of this recom-
mendation the preliminary report was cited to the effect that the 33 1/2 
(6o) (See brief of the Bituminous Coal Association, ibid,, pp. 342-347 .) 
(61) (For substantiation see tables appearing in the Preliminary Report on Depletion, supra, 
pp. 8, 10.) 
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percent rate would approximate the existing aggregate allowance within 
the mining industry. However, it should be noted that the preliminary 
report stated that such a rate would about double the then-existing de-
pletion allowances within the coal industry. The staff apparently felt 
that such a benefit could be just'ified on the basis of past, inequitable 
tax treatment of the coal industry. (62) The alternative 5 percent of 
gross income method was felt necessary in view of the fact that so 
many coal companies operated at a loss. 
In spite of the representations of the m1n1ng industry, however, 
the Ways and Means Committee took no action with regard to depletion. (63) 
On the House floor Representative Mansfield proposed an amend-
ment granting percentage depletion to sulfur at the 2 7 l/2 percent rate. 
( 64) He justified the amendment on the ground that sulfur was mined in 
the same manner as oil and gas from the same geological formations 
and thus no reason appeared for differentiating between them. According 
to Representative Mansfield, the sulfur industry was getting more than 
2 7 1/2 percent under the then existing law. The amendment was agreed 
to without debate. (65) 
An amendment to section 23 ( 1) was also inserted by the House to 
provide that: 
In any case in which it is ascertained as a result of develop-
ment work that the recoverable units are greater or less than the 
prior estimate thereof, then such prior estimate (but not the basis 
for depletion) shall be revised and the allowance under this sub-
section for subsequent taxable years shall be based upon such 
revised estimate. 
The Finance Committee (66) amended section 114 (b) (2) to make 
(62) (See p. 21 of the report.) 
(63) (H. Rept. No . . 708, 72d Cong., . 1st sess., March 8, 1932). 
(64) (75 Congressional Record 7043, 72d Cong., .1st sess.). 
(65) (ibid. • p. 7044). 
(66) (S. Rept. No. 665, 72d Cong., Ist sess., May 9, 1932). 
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clear that in the case of metal and sulfur mines the depletion allow-
ances could no longer be computed upon the basis of discovery value. 
Section 114 (b) (3) was amended to remove sulfur (and thus leave the 
27 1/2 percent rate applicable only to oil and gas). A new section 
114 (b) (4) was added to give metal mines 15 percent and sulfur mines 
or deposits 23 percent depletion. 
It was also provided in the case of mines that the taxpayer make 
in his 1933 return an election, binding for 1934 and subsequent years, as 
to whether he would have the depletion deduction as to each property 
computed with or without reference to percentage depletion, and the 
failure so to elect would preclude the use of percentage depletion. 
The amendment to section 23 ( 1) which had been made in the 
House was explained in the Finance Committee report as follows: 
"A" purchased for $ 1,000 an ore body with estimated 
recoverable units of 1,000. He removes 500 units and takes 
depletion deductions aggregating one -half of his cost, or $500. 
subsequently it is ascertained that there remain in the mine 
1,500 recoverable units and the original estimate of 1,000 
recoverable units is revised. Under the amendment, his un-
recovered cost ($1,000 less $500) would be spread over the 
revised estimate of the recoverable units (1,500) with the 
result that on each unit thereafter removed 4e would be 
allowed a depletion deduction of 33 1/2 cents per unit in-
stead of $ 1 per unit. 
Percentage depletion for coal was added at the 5 percent rate by 
a floor amendment in the Senate. The amendments were agreed to in 
conference and passed without debate. 
1933 HEARINGS ON TAX AVOIDANCE 
Pursuant to H. R. 183, adopted June 9, 1933, Seventy-third Con-
gress, a subcommittee of the Ways and Means Committee was appointed 
to investigate evasion and avoidance of the internal revenue laws. In 
its _ report to the full committee the subcommittee recommended a flat 
25 percent reduction in the deductions for depreciation and depletion 
for the years 1934, 1935, and 1936. It estimated that such a cut 
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would increase the revenue about $85,000,000 in each of the 3 years. (67) 
The Treasury published a statement concerning the above report 
by the then Acting Secretary, Henry Morgenthau, Jr . , in which he said 
in' p~rt: 
':< * >:< [TTihe Treasury doubts the wisdom of the proposal 
to limit such deductions to 75 percent of the amount actually 
sustained, not only because of its doubtful cons~itutionality, 
but because of its inherent unfairness. (68) 
The Secretary's subsequent remarks indicated, however, that the 
Treasury's concern was directed at the proposed reduction in the de-
preciation rather than the depletion allowances . .i}fter: pointing out that 
discovery depletion premitted taxpayers to receive tax-free income, he 
went on to state: 
To exempt the income of mine owners or of any other class, 
necessitates simply that the amount be maqe up' by other tax-. 
payers. The Treasury knows of no reason why a limited class 
of mine owners should be granted a subsidy as compared to 
other taxpayers . It is therefore recommended that the pro-
visions for discovery depletion be eliminated. 
Our experience shows that the percent~ge depletion rates 
set up in the law do not represent reasonable depletion rates 
in the case of the designated proper~ies, but are much higher 
than the true depletion to which the taxpay~r is fairly entitled. 
moreover, these provisions enable a taxpayer to obtain annual 
depletion deductions, notwithstanding the fact that he has already 
recovered the full cost of the property. The deduction is, 
therefore, a pure subsidy to a special class of taxpayers. For 
this reason the Treasury recommends that these provisions be 
eliminated, in order to put all taxpayers upon the same footing. 
(6l) Report of Ways and· Means Sub,.committee, Prevention of Tax Avoidance, 73d 
Congress, 2d sess. (committee print), pp. 4, S). 
(68) (Treasury Statement, pp. 3, 4). 
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No action was taken upon the report until the hearings on the 
Revenue Act of 19 34. 
REVENUE ACT OF 1934 
The 19 34 act made no change in the depletion law except to amend 
section 114 (b) ( 4) to provide a new election on the part of taxpayers as 
to the method of determining their depletion allowance, such election to 
be binding in the future. 
The hearings before the Ways and Means Committee were largely 
concerned with the report of its subcommittee on evasion and avoidance. 
Insofar as the recommendation to cut depreciation and depletion by 25 
percent was concerned, the entire emphasis on the part of the Treasury 
witness, Roswell Magill, was on the depreciation provision. He stated 
that the deductions for the latter amounted in 1930 to about $4,000,000,000 
while those for depletion were only about $450,000,000. (69) He did 
state that discovery depletion had become of rather minor significance 
and he gave that together with the inherent unfairness of such an allow-
ance as reasons for eliminating it altogether. (70) 
The representatives of the oil and mining industries appeared to 
oppose the proposals to limit their depletion deductions. The Treasury 
position that these represented a subsidy for a special class was denied. 
An oil witness stated that discovery depletion was not a wartime measure 
because the Revenue Act of 1918 was not pas sed until February 24, 19 19, 
4 months after the close of hostilities, and the provision was subsequently 
reenacted in 1921 and 1924. (71) The same witness stressed the neces-
sity of permitting the oil and gas industry to set aside a part of its 
profits as a reserve for the replacement of oil produced. He argued 
that no other business was as hazardous as the p:roduction of oil. 
It was denied that existing depletion allowan·ces in any way rep-
resented a tax "loophole". It was s-tated that if additional revenue 
(69) (Ways and Means Committee, hearings on revenue revision, 1934, 73 Cong., 
2d sess., p. 35). 
(70) (ibid. • p. 30) 
(71) (Testimony of John Cullen, representing the Mid-Continent Oil and Gas Association, 
Tulsa, Okla. , hearings, pp. 245 ff.). 
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were to be raised, it should be accomplished by a rise in the general 
levels of taxation rather than by increasing the tax burden of the mineral 
industries. For example: 
If more revenue must be raised, it must be raised, so far 
as the recipients of depletion are concerned, by lifting the rates 
of taxation. Return of capital as depletion must be as safe and 
inviolate as the return of capital through deductions for other raw 
materials. ( 72) 
In its report to the House, the Ways and ' Means Committee stated 
that it had decided to drop the recommendation of its subcommittee that 
depreciation allowances should be cut 25 percent. It reported that it was 
doing so on the strength of the statement of the Secretary of the Treasury 
that more effective administrative methods would be utilized to decrease 
the revenue loss frortt depreciation. The report d~d ·not consider the 
fact that the subcommittee had made an identical recommendation with 
respect to depletion, and it similarly ignored the recommendation of the 
Treasury that discovery and percentage depletion be ; eliminated. As 
previously noted the only depletion change reported o~t wa~ the pro-
vision for a new election in order to "avoid adminis'trative complexity ... (73) 
In the Finance Committee hearings the subj~ct of depletion was not 
discussed. The committee accepted the' House provision for a new election 
but provided that such new election be .binding upon the future. ( 74) 
There were no debates in the House or Sen~te on the subject of 
depletion. 
The Revenue Acts of 1935, 1936, 1937, and 1938 made no changes 
in the depletion law nor were · any proposed. 
(72) (ibid. p. 272) 
(73) (H. Rept. No. 704, . 73d Cong,, 2d sess., February 12, 1934). 
(74) (S. Rept. No. 558, 73d Cong., 2d sess. , March 28, 1934). 
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JOINT COMMITTEE HEARINGS ON TAX EVASION AND AVOIDANCE 
1937 
Pursuant to Public Resolution No. 40, Seventy-Fifth Congress, 
first session, a joint committee conducted hearings on tax evasion and 
avoidance . (75} 
The record of the hearings included a letter from the President 
to Congress, dated June l, 1937, which quoted in its entirety a letter 
to him from the Secretary of the Treasury on the subject of loopholes. 
Under the heading "Percentage Depletion," the Secreta~y is quoted as 
stating: 
This is perhaps the most glaring loophole in our present 
revenue law. Since 19 2 8 large oil and mining corporations have 
been entitled to deduct .from 5 to 27 1/2 percent of their gross 
income as an allowance for the depletion of their mines or wells, 
and the deduction may be taken even though the cost of the 
property has been completely recovered. Thus, in 1936, one 
mining company deducted nearly $3,000,000 under this provision, 
although it had already completely recovered . the cost of its 
property. 
The amount of the deduction was a sheer gift from the United 
States to this taxpayer and its stockholders, and the revenue that 
we lost thereby was $818,000. Similar ann~al losses of revenue 
in the case of a few other typical companies a're $584,000, 
$557,000, $512,000, $272,000, $267,000, $202,000, and $152,000. 
The estimated annual loss of revenue due · t0 this source alone is 
about $75,000,000. I recommended in 1933 that this provision be 
eliminated, but nothing was done at that time, and it has since 
remained unchanged. ( 76) 
. (75) (Joint committee, hearings on tax evasion and avoidance, 75th Cong., 1St sess., 1937). 
<?6> (ibid •• p. 50) . 
\ 
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Nevertheless depletion was not discussed during the hearings and 
the joint committee made no recommendation in its report on the sub-
ject, explaining this omission as follows: 
Because of lack of time, the committee has confined itself 
for the present to those subjects which may be directly classified 
under the head of evasion or avoidance, leaving out of account 
subjects such as community property or percentage depletion 
which will receive further consideration by the joint committee, (77) 
REVENUE ACT OF 1940 
The hearings before the Finance Committee on the Revenue Act 
of 1940 marked the first effort to get percentage depletion treatment 
f~r a nonmetallic substance (other than sulfur and coal). Senator Thomas 
of Oklahoma appeared to recommend percentage qepletion for rock asphalt 
and sand asphalt on the same basis as that already enjoyed by sulfur 
(23 percent). In justification of this proposal he stated_: 
These asphalt deposits are located at various depths under-
ground; hence, they have to be discovered the same as petroleum 
and when once discovered they have to be mined something after 
the plan by which coal is produced. Like o~l, when an asphalt 
deposit is discovered it is impossible to ascertain the amount of 
such deposits; hence, the hazard in drilling for asphalt is com-
parable to the hazard in drilling for oil * * >'~ • I know of very 
few deposits of asphalt, hence, the amount of tax involved in this 
amendment is very small; but to the perso:n;s engaged in the asphalt-
producing business the depletion allowance is a most -:important 
item. (78) 
No justification was given for the proposed 23 percent rate nor 
was any statement made concerning the need for ~ncouraging the in-
dustry. No action was taken upon the recommendation. 
(77) (H. Doc. 337, 75th Cong., 1st sess., pp. 6, 7) • 
. (78) (Finance Committee, hearings on Revenue Act of 1940, 76th Cong., 3d sess., 
pp. 102, 103). 
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REVENUE ACT OF 1941 
The 1941 act made no changes in the depletion law. 
The Treasury made no recommendations with reference to depletion 
to the Ways and Means Committee during its hearings on the 1941 act 
(H. R. 5417), and, as a result, no representatives of the interested in-
dustries appeared. 
However, before . the Finance Committee Secretary Mor genthau 
made the following statement: 
An "all out" tax program for defense shquld reach ability 
to pay at several points not fully tapped: 
* 
For years, the concerns engaged in extracting certain of our 
natural resources, notably oil, have been granted far greater allowances 
for depJetion than can be justified on any reasonable basis of tax equity. 
If the income tax is to be extended to lower incomes, this privilege of 
tax escape should simultaneously be removed. ( 79) 
Most of the testimony of the mineral representatives was confined 
to the excess profits tax and the need for encouraging the production of 
strategic minerals. However, John T. Barnett, director, Independent 
Petroleum Association, Denver, Colo., attacked the principle of limiting 
depletion to the cost basis: 
[T)he over-_all cost to any oil producer of building up a 
spread of oil properties capable of yielding productions for a 
period of years has very little, if any relation to the cost of 
the individual pieces of .property which happen to yield oil in 
any one year. The true relationship between depletion and cost 
must be referred to cost in a broad and general sense; and that 
is, in the sense of what it would cost to replace by new dis-
cover ie s and development the oil fields as a group being ex-
hausted by use. ( 80) 
(79) (Finance Committee, hearings on Revenue Act of 1941, 77th Cong., Ist sess., pp. 2, 3). 
(80) (ibid., p. I 560). 
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The Finance Committee, like the Ways and Means Committee, 
recommended no changes in the depletion allowances. Senator La-
Follette in a statement of his individual views accompanying the com-
mittee report opposed the failure to take action. He expressed the 
opinion that existing depletion allowances were too generous at a time 
when taxpayers were being called upon the make sacrifices for the 
defense effort. ( 81) 
REVENUE ACT OF 1942 
The 1942 act extended percentage depletion to fluorspar, rock asphalt, 
and ball and sagger clay at the 15 percent rate previously made applicable 
to metal mines. 
Secretary Morgenthau recommended to the Ways and Means Com-
mittee the elimination of aH special tax privileges, especially the allow~ 
~nee of percentage depletio'n. ' After pointing out tpat percentage de-
pletion resulted in allowances often far in excess of :cost, he stated: 
One of the reasons asserted in behalf of percentage de-
pletion for oil and gas properties is that it stifllulated explora,.. 
tion for such properties. If this is a proper objective, it would 
be better achieved by a special depletion allowance to those who 
do explore without indiscriminate extension of the same favor to 
all owners * * ,~ 
So far as minerals other than oil and gas are concerned, it 
is believed that an adequate stimulus for etcploration would remain 
if the percentages allowable for depletioJ?. purposes were sub-
stantially reduc~d or percentage depletion were eliminated. ( 82) 
The Secretary estimq.ted that the elimination of percentage de-
pletion would yield $80,000,000 a year in additional revenues. 
(81) (S, Rept . . No. 673, pt, 3, 77th Cong,, 1st sess,, September 2, 1941). 
(82) (Ways and Means Committee, hearings, Revenue Revision of 1942, 77th Cong., 2d 
sess. , p. 9). 
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That portion of the Secretary's statement which concerned depletion 
was strongly attacked by Representative Disney of Oklahoma and Represen-
tative Buck of California. Representative Disney expressed his particular 
concern over the effect of the proposals upon the stripper-well industry. 
(This appears to be the fir .st time that the stripper problem was injected 
into the depletion discussions) . He was of the opinion that stripper wells 
would be forced out of production, and he pointed out that, once abandoned, 
they cannot be restored to productivity. He estimated that of the 400,000 
wells in the United States some 300,000 should be classified as strippers. 
(According to Representative Disney a "stripper" was a well producing 
10 barrels or less a day.) Secretary Morgenthau agreed that strippers 
might be hurt by the Treasury proposal but suggested a direct Govern-
ment subsidy to help them if necessary. (83) 
Randolph Paul enlarged on the general statement of the Secretary 
and listed the specific Treasury proposals concerning depletion as 
follows: ( 84) 
With respect to percentage depletion, we suggest that the avoid-
ance of tax now permitted be eliminated by discontin~ing the allowance . 
for percentage depletion. Taxpayers would hereafter be permitted to 
obtain depletion only on a cost basis. 
If the committee desires to continue some allowance for those 
taxpayers who have developed properties in the b~lief that percentage 
depletion would be obtainable, we suggest that this might be accomp-
lished as follows: 
For oil and gas properties which became productive prior to 
January 1, 1942, percentage depletion might be permitted at a rate 
/ ' 
of 15 percent of the gross income from the property in the case of 
those taxpayers who elected to charge intangible drilling and develop-
ment costs to capital account in prior taxable years. Taxpayers who 
elected to charge such costs to expense in prior years might be 
limited to a percentage depletion allowance of 5 percent, the 10 per-
cent difference being approximately the advantage obtained by this 
group of taxpayers through expensing such costs. 
(83) (ibid .• pp. 34. 35). 
(84) (ibid .• pp. 84. 85). 
For metal mines, and nonmetal mines or deposits including coal 
mines, which became productive prior to January l, 1942, percen-
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tage depletion might be permitted at a rate of l 0 percent in the case 
of metal mines and 5 percent in the case of other mines for taxpayers 
who capitalized intangible development expenses, and at 5 percent and 
2 1/2 percent, respectively, if such items were expensed. 
If the committee desires to offer a tax advantage as an induce-
ment to new discoveries , we suggest that this might be accomplished 
as follows: 
A taxpayer who in. the future discovers a · new pool of oil 
or gas would obtain percentage depletion with respect to all 
production from his entire acreage within such pool at the rate 
determined upon, but not to exceed 2 7 l/2 percent ~ In the 
determination of a new pool, each new zone ·or horizon would 
be considered a new pool. 
Such allowance of percentage depletion would be limited, 
however, to those taxpayers who contribute substantially toward the 
cost of the exploratory welL Contributions would be deemed substantial 
if equivalent to 25 cents or more per foot of hole drilled for wells less 
than 6, 000 feet in depth, and 50 cents for wells in excess of such depth. 
As to metal mines, and nonmetal mines or deposits including coal mines 
hereafter developed, the allowance would be 10 percent and 5 percent, 
respectively, for taxpayers who bear the burden of the cost of explora-
tion, development, and operation of the property. 
Finally, the existing option to capitalize or expense intangible 
drilling and development costs should be eliminated for both oil and 
gas wells and mines, and hereafter such costs should be charged to 
capital account. 
Representatives of the extractive industries testified at great 
length. ( 85) Their testimony was directed against the principle that 
percentage depletion should be entirely eliminated, and it did not 
generally touch upon the specific Treasury proposals. The points 
made by the oil representatives are outlined as follows: 
( 85) (ibid .• pp. 1003 -1220). 
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{ 1) Many independent operators would be bankrupted 
by elimination of depletion. 
(2) The requirements of the armed forces necessitated 
the encouragement of the oil business. 
{ 3) The value of minerals in place repl,'esented capital 
which should be returned tax-free. 
{ 4) Elimination of the depletion allowance would be unfair 
in view of the proposed increases in the excise taxes 
applicable to petroleum products. 
( 5) Percentage depletion furnished the incentive for 
hazardous and costly wildcatting. 
{ 6) Elimination of percentage depletion would actually 
lead to loss of revenue in the long run. 
{ 7) Percentage depletion was necessary to provide for 
replacement reserves. 
{ 8) Oil production in old and nearly exhausted fields 
{Pennsylvania, New York) climbed sharply subsequent 
to the introduction of discovery depletion in the Revenue 
Act of 19 1 8. { 86) 
{9) To take percentage depletion away from lessors and 
royalty owners would disrupt present business arrange-
ments. It was pointed out that such action would meet 
formidable political difficulties. 
{ 10) The stripper and marginal well industry would be hard 
hit by any reduction in depletion allowances. 
(86) (ibid •• pp. 1016, 1017). 
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It was brought out that the definition of "stripper "varied 
according to where the well was located. ~n the East, which was 
characterized by shallow pools and high-grade crude, the average 
stripper produced less than a barrel per day. In Oklahoma, which was 
characterized by less . than a barrel per ~ay by deep wells and low-
grade crude, the average stripper produced 3 to 4 barJ;els pe:r day. 
Robert E. Allen, Assistant Deputy Petroleum . Coordinator, Department 
of the Interior, who testified in favor o~ retaining t;he existing allow-
ances, stated that he was unable to see how any stripper :well producer 
co].Ild take advantage of pe•centage depletion in excess of 10 percent 
of his gross income. ( 87) 
A long report of a Committee appointed by the Petroleum 
Industry War Council to study Ways and Mean_s of Increasing Crude 
Oil Reserves and Preventing the Premature Abandonment of Small 
Wells. ( 88) It stated that the rate of additions to reserves was 
beginning to approach the rate of current withdrawals, and that it, 
was becoming necessary ~o drill more wells to discover the same 
amount of oil as formerly. Example ; ( 89) 
* Number of dry holes drilled per Major Field Discovered 
1934-36 
1935-37 
1936-38 . 
1937-39 
1938-40 . 
* 
. ' . 
A major field was defined as one whose ultimate pro-
ductions would exceed 20,000,000 barrels. 
(87) (ibid •• p. 1092). 
(88) (appears at pages 1055-1o66 (ibid. )). 
(8g) (ibid • • p. 1057) 
280 
290 
320 
. 410 
700 
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The report suggested that a reduction in depletion would increase 
the number of well abandonments. ( It stated that abandonments had 
averaged l 0, l 00 wells per year for the period 1932 -42). However, it 
stated more specifically that the rate of abandonments fluctuated with 
such factors as price, condition of the reclaimed materials market, 
and the price of recoverage equipment as used material or as junk 
m relation to the value of the well as an operating unit. 
It was stated further that price had a strong effect on the rate 
of exploratory activity. (9 0) (91) 
Randolph Paul returned to give extensive testimony (92) 1n rebuttal 
to that given by the oil and mining witnesses. 
He stated categorically: 
Percentage depletion does not appreciably stimulate explora-
tion and discovery . It is not essential to the ' maintenance of the 
output of stripper wells. (93) 
He pointed out that the oil industry was paying Federal income 
taxes at a rate considerably bel'ow the [then] corporate rate of 31 per-
cent. ( 94) 
The net-income limitation was ineffective, he stated, because, 
after the net income of properties having a net income was reduced by 
50 percent, it could be further reduced by deducting the loss on other 
properties. · 
(go) (Graph D, p. 1066, ibid,) 
(91) (For summary of position of American Mining Congress, see pp. II84-u86, ibid.; 
coal industry, see pp . . II 88 ff. , ibid.) 
(92) (ibid •• pp. 2988 ff.) 
(93) (ibid., PP• 2988 ff.) 
(94) (See table, p. 3002, ibid). 
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He stated that the then existing reserves of 20.3 billion barrels 
were 15 times the existing output of 1.4 billiop barrels in 1941, and 
that this fact indicated that there was no pressing problem of oil supply. 
Mr. l?aul testified that claims that eliminat~on of percentage de-
pletion would lead to abandonment of stripper wells were not true. He 
pointed out that they received very little benefit from that source. By 
definition, their margin of profit was negligible. ~'They are continued 
in operation because current revenues exceed out-of-pocket costs, al-
though they may not exceed total cost including d~preciation, depletion, 
and overhead." (95) He stated that of the properties in Pennsylvania 
producing less than 400 barrels a year, nearly one-half showed no net 
income before the allowance for depletion. Many others received only 
a negligible benefit. Only one out of 12 received the full 27 1/2 per-
cent deduction. "The salvation of the stripper inp.ustry lies in advances 
in crude oil prices rather than the percentage depletion provision." (96) 
The witness estimated that in 1941 the tax relief attributable to per-
centage depletion was 5 cents a barrel. 
In contradiction to the claim that the allowq.nce of percentage 
depletion led to the great expansion of the oil industry, Mr. Paul 
stated that other factors were the essential causes, vi~, the develop-
ment of the automobile industry, price rises, technological advances, 
and new techniques of search. He stated that percentage depletion was 
a wasteful and costly stimulus for prospecting an~ pointed out that it 
would have been cheaper for the Federal Government to pay directly 
for the cost of all dry holes classified as wildcats in 1941. The es-
timated cost of drilling these holes was about $50,000,000. The es-
timated loss of revenue from percentage depletior\ attributable to oil 
and gas wells was more than $65,000,000. Furthermore, most of the 
benefits accrued not to the prospectors, but to operators and royalty 
owners. Nevertheless, he estimated that in 1941 the major companies 
accounted for only 25 percent of the wildcat wells and 36 percent of 
the wildcat footage drilled. With respect to the allowance of percentage 
depletion to royalty owners, he pointed out that they bore little or none 
of the cost and risk of prospecting, the benefits being confined mainly 
to those who had ownership prior to discovery. 
(95) (ibid •• . p. 2990) • 
. {g6) (ibid .• p. 2990). 
148 
The claim that percentage depletion was necessary in order to 
compensate for the cost incurred in connection with wells that never 
produce was said to be invalid. It was stated that the allowance was 
ineffective in accomplishing that purpose and that there were other 
provisions for offsetting of losses, such as: 
( 1) The carry-forward of operating losses. 
( 2) The deduction of "intangible drilling costs from 
the income received from productive properties. 
It was pointed out that the petroleum business had become a vast, 
integrated industry with tremendous capital. It was, therefore, in a far 
better position to absorb losses than in 1918 when discovery depletion 
was first adopted. Moreover, it was stated that large producers fre-
quently made "dry-hole contributions" to independent wildcatters. 
Although the Treasury recommended complete elimination of per-
centage depletion, it suggested certain alternative proposals for the con-
sideration of the committee as follows: 
A. Continuance of percentage depletion for stripper wells and 
marginal mines only.--If your committee desires to continue percentage 
depletion for stripper wells and marginal mines, this might be accom-
plished by the following: 
(a) Oil and gas properties.--Permit percentage depletion 
at the rate of 25 percent of net income from the property for 
taxpayers who operate oil or gas wells on which the unrestricted 
production is not more than 1 1/4 barrels per well per day and 
on which the net income from the property--computed without 
allowance for depletion- -is not more than 10 percent of the 
gross income from the property. This allowance shall be re-
stricted to taxpayers who bear the actual burden of the cost of 
operating the property. 
(b) Mines, --Permit percentage depletion at the rate of 25 
percent of net income from the property, for taxpayers who 
operate mines on which the net income from the property--
computed without allowance for depletion--is not more than 
10 percent of the gross income from such property. This 
allowance shall be restricted to taxpayers who bear the actual 
burden of the cost of operating the property. 
B. Treatment of new Discoveries --1. Proposal. --If your com-
mittee should desire to continue percentage depletion not only for 
stripper wells and marginal mines but also for new discoveries, this 
might be accomplished by the following provisions for properties be-
coming productive after December 31, 1941. 
(a) Oil and gas properties.--On future discoveries of new 
pools, allow depletion not to exceed 27 l/2 percent--or a lesser 
percentage-:--of gross income to taxpayers contributing the 
equivalent of 25 cents or more per foot of hole drilled for 
wells less than 6,000 feet in depth and 50 cents per foot ' of 
hole drilled for wells in excess of such depth . 
(b) Metal mines. --On metal mines hereafter discovered, 
allow 10 percent of gross income for taxpayers who bear the 
burden of the cost of exploration, development, and operation of 
the property. 
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(c) Nonmetal and coal mines . ..,.-For nonmetal mines, including 
coal mines, hereafter discovered, allow 5 percent of gross income 
for , taxpayers who bear the burden of cost of exploration, develop-
ment, and operation of the property. 
If these allowances were made, the present limitation of per-
centage depletion to 50 percent of the net income of the property 
--computed before deduction of depletion--should be retained. 
2. Reasons for the proposal. --Tax incentives for stimulating de-
sirable industrial developments can be justified only if they are effective 
in terms of their cost to the public. Accordingly, if it is desired to 
continue tax incentives to encourage discoveries in mining properties, 
such incentives should be denied properties that will be developed in 
the ordinary course of extending the recovery of known commercially 
profitable mineral deposits. 
It is suggested that for oil and gas wells this can be done by 
defining a discovery as a pool outside of the limits of a previously 
discovered and proven oil or gas pool. It is suggested further that 
the benefits of discovery allowances be limited to those contributing 
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substantially toward the cost of the exploration of beneficiaries of 
mineral deposits discovered by others, have made no economic con-
tribution. For this reason it is proposed that a minimum financial 
contribution be required varying with the depth of the well. 
It is suggested that for mines the definition o.f discovery used 
in the present regulations (97) be adopted. The benefits might be 
limited to taxpayers who bear the cost of exploration, development, 
and operation of the property. 
C. Special treatment of existing properties--!. ProposaL--If, 
further, your committee de~ires to accord special treatment to all 
taxpayers who developed properties prior to January 1, 1942, this 
could be accomplished by the following proposal: 
(a) Oil and gas properties.--Permit percentage depletion 
at the rate of 15 percent of gross income for taxpayers who 
elected to charge intangible drilling and development costs to 
capital account in prior years, and at the rate of 5 percent of 
gross income for taxpayers who elected to charge such costs 
to expense. 
(b) Metal mines.--Permit percentage depletion at the rate 
of 10 percent of gross income for metal mines of taxpayers 
who capitalized intangible development costs in prior years, 
and at the rate of 5 percent for taxpayers who charged such 
costs to expense. 
(c) Nonmetal mines, including coal mines, --Permit per-
centage depletion at the rate of 5 percent of gross income for 
nonmetal mines of taxpayers who capitalized intangible develop-
ment costs in prior years, and at the rate of 2 1/2 percent for 
taxpayers who charged such costs to expense. 
If these allowances were made, the present limitation of percentage 
depletion to 50 percent of the net income of the property (computed 
before deduction of depletion) should be reduced to 25 percent. 
(97) Reglllations 103, § 19.23 (m) 3· 
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Moreover, if percentage depletion were continued for mines, it 
should not be required that taxpayers make a binding election in order 
to secure the percentage depletion allowance. 
2 . Reasons for proposal--(a) The reduced rates.--The available 
evidence suggests that the present rates applicable to gross income in 
computing percentage depletion are much more generous than is justified 
in view of the costs of acquiring properties and of developing them. As 
shown in 1934, the United States Department of the Interior reported 
that cost depletion amounted to about 7 1/2 percent of the average 
selling price, and intangible development costs, on a capitalized basis, 
amounted to about 6 percent. 
The increase in tax rates since these percentage provisions were 
enacted make them far more generous now than they were when enacted. 
For example, the 1936 normal tax on corporations reached a maximum 
rate of 15 percent. Under this rate there was a tax saving of 4.1 cents 
attributable to the 2 7 1/2 cent depletion allowance permitted from each 
dollar of gross income. (98) If the taxpayer's net income was 75 
percent of his gross income, the tax saving amounted to 5 1/2 percent 
of net income, Under the proposed tax rates and with only 5 percent 
depletion allowance, the corresponding tax saving would be 5.9 percent 
of net income if the taxpayer were in the highest excess-profits-tax 
bracker. In general, the possible tax saving under the proposed tax 
rates and the proposed percentage . depletion allowance exceeds the tax 
saving under the 1936 rates and percentage depletion allowances. 
(b) The differential rates.--The proposed lower percentage 
allowance for taxpayers who expensed development costs is intended 
to compensate for the advantage they gained by exercising the option 
of expensing such costs. Taxpayers who expensed development costs 
have no capitalized amount to be depleted, whereas taxpayers who 
capitalized such costs have such an unrecovered capital. 
For oil and gas mines, the suggested differential is 10 percent. 
The size of the suggested differential is based OJ1. preliminary data 
supplied by the Tarrif Commission from its current survey on the 
(g8) Since there was an undistributed-profits tax in 1936, this estimate assumes that all 
income was paid out. 
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costs of producing crude petroleum. According to this survey, the 
annual deductions under the method of capitalizing costs currently 
average about 10 percent of gross income. 
(c) Reduction in · the net income limitation.--At present, per-
centage depletion allowances are limited to 50 percent of net income. 
If percentage depletion were to be continued on existing properties and 
the rates suggested above were to be substituted for the present pro-
vision, this limitation should be reduced to 25 percent. Unless this is 
done, a considerable part of the effect of reducing the gross -income 
percentages would be lost, since for many taxpayers the net-income 
percentage rather than the gross-income percentage is the effective 
limit to the amount of depletion they can deduct. (99) 
Although the Ways and Means Committee took no action upon the 
Treasury proposals, it did recommend the allowance . of percentage 
depletion to fluor spar at the 15 percent rate applicable to metals. ( l 00) 
The joint committee staff and the Treasury joined in a report on this 
proposed extension. ( 101) Apparently the committee had considered a 
5 percent rate for fluorspar, but the staffs reported that such a rate 
wquld be less favorable to most large producers tha~ existing deple-
tion allowances. The ratio of depletion reported for 1940 to the gross 
sales of the four major producers ranged from 6~87 to 14.19 percent. 
In conclusion the report stated: 
"The Treasury is opposed to any extension of percentage 
depletion. If, however, percentage depletion is to be extended 
to fluor spar mining, in view of the limited supply in relation 
to the annual requirements, there would appear to be some 
reasons for granting the same treatment as that now accorded 
(99) (ibid., pp. 2998-3000). 
(IOO) (H. Rept. No. 2333, 77th Cong., 2d sess., July 14, 1942, p. 49). 
(101) (See Data on Proposed Revenue Bill of 1942, submitted to the Ways and Means 
Committee by the Treasury Department and the staff of the Joint Committee 
on Internal Revenue Taxation, 1942, pp. 155-158). 
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metal mining. While the data has not been fully . exploited, there 
are indications to the effect that· for the large producers a 15 
percent allowance is necessary to exceed the allowances now 
permitted on the cost-and-discovery basis." ( 1 02) 
It was also pointed out that in some cases fluorspar was obtained 
in conjunction with lead and zinc. Inasmuch as the latter received de-
pletion at the 15 percent rate, it would prove difficult to allocate pro-
duction costs, for the purpose of the net-income limitation, if fluor spar 
were to receive a different allowance . 
During the Finance Committee hearings, Secretary Morgenthau 
made the following statement: 
Certainly we caimot justify this exemption on the ground 
that it encourages exploration and drilling for oil. There is 
grave doubt that it has substantial effect on oil discovery. It 
would have cost the Federal Government about one-third as 
much to have paid all the cost of every wildcat well that was 
drilled in 1941 as to have allowed percentage depletion and 
the associated intangible drilling expenses. The annual cost of 
these allowances under · the proposed rates would be about 
$200,000,000 . (103) 
The testimony presented by industry witnesses was along the same 
lines as that before the Ways and Means Committee. Senator Thomas of 
Oklahoma appeared to ask depletion at the 15 percent rate for rock 
asphalt. ( 104) He agreed that the United States had great reserves of 
that material but stated that it was at a competitjve disadvantage with 
respect to other bituminous · road materials which were able to receive 
a share of the existing allowances. 
( 102) (ibid, • pp. 157. 158) . 
(103) (Finance Committee, hearings, Revenue Act of 1942, p. 6). 
(104) (ibid •• pp. 1405 ff.) 
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The Finance Committee did not accept the recommendation, and 
the only action it took with respect to depletion was to approve the 
House extension to fluorspar. ( l 0 5) In his "individual views" 
Senator LaFollette recommended the elimination of all percentage 
depletion. ( l 06) 
During the consideration of the committee report by the Senate, 
Senator McKellar offered an amendment to add "ball and sagger clay" 
after the word "fluorspar". ( l 07) Senator Thomas of Oklahome then 
submitted a substitute amendment adding rock asphalt and including 
ball and sagger clay. ( l 08) There was consider~ble debate upon 
these proposals: 
Mr. La Follette. Mr. President, I cannot let . the amendment 
be put into the bill without objection. In my opinion this per-
centage depletion is one of the worst features of the bill, and 
now it is being extended. We are vesting interests which will 
come back to plague us. If we are to include all these things, 
why do we not put in sand and gravel, why do we not provide 
for the depletion the farmer suffers through ~rosion of the 
soil of his farm? 
* * 
Mr. McKellar. >:' * * This is an amendment based on a provision 
in the bill. It affects earthenware, which is very scarce, and the 
material for which is taken out of the soil in a number of stated. * * ,.~ 
Mr. Taft. Mr. President, the committee considered all these 
questions and rejected the extension of percentage depletion to which 
(105) (S. Rept, No. 1631, 77th Cong., 2d sess., October 2, 1942, p. 115). 
( 106) (ibid •• pt. 2, pp. 5. 6) 
(107) (88 Congressional Record 6349, 
77th Cong., 2d sess.) 
( 108) (ibid.) 
it is not applicable today. I think, with the Senator from Wisconsin, 
that the percentage depletion is to a large extent a gift. It is to a 
large extent a special privilege beyond what anyone else can get. 
Therefore I do not think the privilege should be extended to anything 
to which it is not applicable today. I think the amendment should be 
rejected. ( 109) 
* 
Mr. Thomas of Oklahoma. Mr. President, before the vote is 
taken upon the amendment I think the issue should be clarified. 
If the amendment is defeated, an amendment will be offered to 
repeal a law giving sulfur a depletion allowance, givi:P-g metals a de-
pletion allowance, as well as giving coal a depletion allowance. I 
have a copy of such an amendment in my hand at this time. 
* 
>): 
155 
Mr. President, this 1s a matter of principle, and if the amendment should 
fail, the whole question of depletion will be before the Senate on this day, 
and it cannot be settled in a moment>:<~~>:<. (110) 
-Senator Taft again objected to the amendment: 
Furthermore, Mr. President, why should the figure be 15 percent? 
>'.c ~,c ~,c [H]ow does anyone know whether ball and sagger clay and rock 
asphalt ought to have 15 percent, or 27 l/2 percent, or 5 percent? 
I do not know. Certainly there was no evidence before the Finance 
Committee to establish that that was a just ground. There are no 
scientific calculations in the records of the hearings of the Senate Finance 
Committee with respect to what the depletions in this industry may be. ( 111) 
( 109) (ibid) 
(IIO) (ibid., p. 8o22). 
(III) (ibid., p. 8o27). 
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He pointed out that in the case of fluor spar the l~ per cent rate 
had been recommended by the Treasury and the War Production Board. 
Finally the amendment was .pas sed and agreed to in conference 
without change. ( 112) 
REVENUE ACT OF 1943 
The ' 1943 act added a new group of nonmeta}lics to the percentage 
depletion provision: flake graphite, vermiculite, potash, beryl, feldspar, 
mica, lepidolite, spodumene, talc, and barite : A definition of "gross 
income from the property" was added in the interest of clarity. 
The hearings of the Ways and Means Committee in the 1943 act 
contain no reference to depletion. However, the committee reported out 
an amendment extending percentage depletion to t;he nonmetallics listed 
above (with the exception of talc and barite which were added by the 
Senate). The inclusion of flake graphite was made retroactive. "The 
extension to flake graphite applies to years beginning after December 
3.1, 1942, but the extensions made by this bill and the Revenue Act of 
1942 are limited to the duration of the war." (113) No explanation 
was given for this retroactive application to flake graphite. The provision 
made temporary what had been a permanent allowance for fluorspar, 
ball and sagger clay, and rock asphalt. Ass except potash were given 
th~ 15 percent rate applicable to metals. Potash was given 23 per-
cent . ( 114) 
The Ways and Means report was agreed to by the House, and there 
was no discussion of the inclusion of the nonmetallics by that body. 
The Finance Committee hearings made only minor references to 
depletion. The American Mining Congress advocat~d an amendment 
tlar-ifying the allocation of the costs of certain processing, such as 
(112.) (H. Rept. No. 2586, 77th Cong., 2d sess. 1 October 19 1 19421 p. 44· 
.(II3) (H. Rept. No. 871, 78 Cong. 1 Ist sess. November 181 19431 p. 33). 
(1 14) (ibid. 1 p. 48) 
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benefication, on the ground that the Treasury was attempting to require 
that such costs be deducted in computing gross income for the purposes 
of percentage depletion. (115) . It was also proposed that mines be 
permitted to deduct all development expenses in the same manner as 
oil and gas producers were allowed to dedut:t intangible drilling ex':" 
penses. ( 116) 
The committee added talc at 15 percent an~ reduced potash from 
23 to 15 percent. Otherwise·, it accepted the nonmetallic additions of 
the House. It also included in section 114 (b) (4) a definition of "gross 
income from the property" for the purposes of percentage depletion of 
mines. 
The purpose of this provision is to make certain that the ordinary 
treatment processes which a mine operator would normally apply to ob-
tain a marketable product should be considered as a part of the mining 
operation, and to give reasonable specification of what are to be con-
sidered such processes for various kinds or classes of mines. 
The law has never contained such a definition, and its absence 
has given rise to numerous disputes . The definition here prescribed 
expresses the congressional intent of these provisions as first included 
in the law, and is in accord with the original regulations and the Bureau 
practices and procedures thereunder . It is therefore made retroactive to 
the date of such original provisions. ( 117) 
In the Senate, Senator McClellan offered a floor amendment to add 
barite to the provision for percentage depletion. He inserted in the 
record a letter dated December 21, 1943, from Harry J . Wold, Chief, 
Cadmium-Indium Section, Zinc Division, War Production Board, stating 
with reference to the barite industry, after pointing out the serious de-
pletion of barite reserves: "Little, if any, exploration work is being 
done, owing to lack of equipment, labor, and funds available for such 
purposes." ( 118) 
(115) (Finance Committee, hearings, Revenue Revision, 1943, pp. 527 ff). 
(I 16) (Ibid., p. 441) , 
(117) (S, Rept. No. 627, 78 Cong., Ist sess., December 22, 1943, pp. 23, 24). 
(II8) (90 Congressional Record 195, 78th Cong., 2d sess.). 
! :, 
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In another letter, dated January 11, 1944, Mr. Wolf stated: "* * * 
every possible measure must be taken to encourage added production 
* * * It is the considered opinion of this office that barites should 
be included in any list of nonmetallic minerals for which depletion 
allowances are to be considered." {119) 
Senator George, chairman of the Finance Committee, commented on 
the amendment as follows: 
Mr. President, I will not object to the amepdment, because the 
letter submitted by the junior Senator from Arkansas, which he received 
from the War Production Board is unusually strong. 
There has been opposition by many members of the committee to the 
inclusion of certain minerals to the provision with respect to the depletion 
allowance. It is questionable whether the policy on which we have em-
barked is sound, but the House has included several new metals and 
minerals and given them a depletion allowance. ( 120) 
He pointed out that the extensions to the nonmetallics were for 
the war period only . The amendment was agreed to. 
Senator Thomas of Oklahoma introduced an amendment to make the 
nonmetallic extensions permanent. { 121) Senator Vandenberg objected 
to the proposal on the ground that the various extensions had been 
justified to the Finance Committee on the basis of war needs and that 
such a temporary· extension was all that the situation justified. "I have 
not seen any evidence to the contrary and it would seem to me that we 
should face the peacetime depletion problem on its merits when we 
reach it." { 120 
(Ilg) (ibid.) 
(120) (ibid.) 
(121) (ibid .• p. 300) 
(122) (ibid •• p. 303). 
Senator Barkley stated as his op1n10n that the only reason that 
the nonmetallics had not been included in 1932 with the metals was 
that their case had not been presented to Congress. ( 123) An addi-
tional reason given for favorable tax treatment for the nonmetallics 
was that their prices were frozen, and there was, therefore, a very 
limited return on investment. 
Senator George objected to the amendment and stated: 
159 
Mr. President, I oppose this amendment, and I express the hope 
that the Senate will not approve it. It is proposed to place upon a 
permanent basis for depletion allowance a large number of metals and 
clays with respect to which depletion allowances have been made during 
the war. They were made for the purpose of encouraging production 
for war purposes . ( 124) 
He went on to state that most of the nonmetallics had been added 
without any real study of what rates should apply. The 15 percent rate 
was purely arbitrary. He also pointed out that the advantage had been 
extended to some industries whose competitors did not have it. 
The amendment was rejected. ( 125) 
The Senate version was agreed to in conference. The extensions 
to all the new nonmetallics, with the exception of potash, were limited 
to the duration of the war. 
1947 ACTION ON NONMET.A.LLICS 
On June 4, 194 7, the Ways and Means Committee conducted hearings 
on a proposal to make permanent the extension of percentage depletion 
to nonmetallics which was due · to expire December 31 , 1947. The ar-
guments in favor of such action followed this general pattern: 
1. If the allowances were terminated, the nonmetallic industry 
would represent the only class of taxpayers in the United 
( 123) (ibid . ' p. 303) . 
(124) (ibid . ' p. 303). 
( 125) (ibid.' p. 305). 
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States who would face an increase rather than a decrease 
in their tax burden. 
2 . The nonmetallics were scarce, vital to both the peacetime 
and wartime economy, difficu lt to discovery, and their re-
serves were being rapidly depleted. 
3. If the metals were entitled to percentage depletion , why not 
the nonmetals ? 
The bill ( 126) placing t he nonmetals on a permanent basis was 
fav orably reported by the committee. ( 127) 
Representative Knutson e x plained the provision ( § 15 .of the bill) 
to the House as follows: 
It [percentage depletion] i s given to compensate, partially at least, 
those taxpayers engaged in such mining operations, for the cost of dis-
covering new sources of these products and thus encouraging their 
production. 
Each of these products , including those added to the list by H . R . 
4069 is an essential raw material badly needed in time of peace as well 
as in time of war. The products added by H . R. 4069 are ball and sagger 
clay , china clay , of kaolin, bentonite, gilsonite, and thenardite , or sodium 
sulfate . 
I 
These products were added because the m1n1ng problems involved 
are similar and in some cases identical with the problems faced by 
products of petroleum , coal, and m inerals . The deposit s of the new 
products added by the bill are known in some cases , but unknown in 
others . Yet the producers must constantly explore new fields to deter-
mine their commerc ial value or the existence of new deposits. The 
depletion allowance encourages thi s explorative work. It is an expensive 
process. Mr. Speaker, and one that cannot be avoided. Unless we make 
a proper tax adjustment in the case of these mining operations we will 
discourage, if not prevent , discovery of new sources . Obviously we can-
not afford to do that . * * >l< The one exception [to termination of certain 
wartime exemptions] i s the percentage-depletion allowance which we have 
( r ~G) (H . R. 4969 , 8oth Cong. ) 
(127) (H. Rept. No. 802, 8oth Cong. , Ist sess. , July 7 , 1947) . 
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learned is essential to full utilization of our resources both in peace-
time as well as in war. ( 128) 
Representative Eberharter attacked this provision of the bill on 
the grounds that it discriminated against those nonmetallics which were 
not included, that the Treasury had not testified on the measure, and 
that percentage depletion in general discriminated against other taxpayers 
who were only allowed to recover up to 100 percent of their investment. 
(129) 
The measure passed the House . ( 130) 
The Finance Committee acted favorably and added trona and 
pyrophyllite. ( 131) These amendments were agreed to by the Senate. 
{132) On the floor of the . Senate, Senator Fulbright proposed an 
amendment adding bauxite . The amendment was agreed to without dis-
cussion. ( 133) The House receded on all the Senate amendments. { 134) 
1949 ACTION 
H. R. 5268, Eighty-first Congress, first session, which amended 
certain provisions of the Internal Revenue Code, was amended by the 
Finance Committee to extend percentage depletion to perlite and diato-
maceous earth. The committee report indicated that the purpose of this 
extension was to remove the tax disadvantage which might prevent these 
substances from competing on an equal basis with other minerals which 
already had been accorded percentage depletion treatment. ( 135) 
(128) (93 Congressional Record 9628, 8oth Cong. , Ist sess.). 
(129) (ibid . • p. 9630). 
(130) (ibid. , p. 9631) . 
(131) (S. Rept. No. 693, 8oth Cong., 1st sess. , July 23, 1947). 
( 132) (93 Congressional Record 9927, 8oth Cong., .I st sess.) 
(133) (ibid .• p. 9928) 
(134) (H. Rept. No. 1097 , 8oth Cong., 1st sess. July 25, 1947). 
(135) (S . Rept. No. 831, 81st Cong., Ist sess. , Aug. 3, 1949. pp. 9, 10). 
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On the floor of the Senate the following new nonmetallics were 
added: Tripoli, granite, marble, borax mines and deposits, sand, 
gravel, stone, calcium and magnesium carbonates and "all other non-
metallic clays and minerals." However, in conference the depletion 
amendments were eliminated with the following statement: 
The conferees agreed to eliminate this amendment with the 
understanding that the entire matter of percentage depletion _will 
be considered early next year after full study and hearings. ( 136) 
TREASURY REGULATIONS CONCERNING DISCOVERY 
DEPLETION 
The first interpretation placed upon the discovery provision by 
the Commissioner of Internal Revenue confined the allowance to the 
discovery of a new oil pool. 
The 1919 edition of regulations 45 contained the following provisions: 
ART. 220. Discovery of oil and gas wells. --In order to take ad-
vantage of his discovery on and after March 1, 1913, of oil or gas wells, 
the taxpayer must show 
(a) that the tract for which such valuation is claimed 
was not proven oil land as to the particular sand 
or some discovery of which is claimed at the time 
the so-called discovery was made, proven oil land 
being that which has been shown by finished wells, 
supplemented by geologic data, to be such that other 
wells drilled thereon are practically certain to be 
commercial producers; 
(b) that the discovery was a bona fide discovery of a 
commercial well or oil or gas, or both of these sub-
stances, on the property in question, a commercial 
well being one whose production is such as to offer 
a reasonable e;xpectation of at least returning the 
capital invested in such well through the sale of the 
oil or gas, or both, derived therefrom during its 
economic life; and 
(I36) ( H. Rept, No. I4I2, 8Ist Cong., Ist sess,, Oct, II, I949, p. II). 
(c) that the fair market value of the property was materially 
in excess of the cost. 
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The 1919 edition of the Manual for the Oil and Gas Industry, 
issued by the Commissioner of Internal Revenue as an official publica-
tion for the guidance of taxpayers in the oil and gas industry, contained 
the following: 
COMMISSIONER'S RULING 
The clause from sections 214 (a) and 234 (a) of the tax law referred 
to above was inserted to protect the prospector or "wildcatter" who goes 
into an unknown field and, overcoming hazards of the business, discovers 
a new and valuable deposit of oil or gas, and by so doing increases the 
value of his holdings to such an extent that their value at the time of 
the discovery, or within 30 days thereafter, is materially disproportionate 
to their cost. The discovery may refer to the opening up of a new pool 
or field, or it may refer to the tapping of a new and previously unknown 
sand or zone in an old pool or field. The benefits, however, will accrue 
solely to the holdings of the taxpayer actually making the discovery . And 
it will affect him only insofar as he is able to prove that his discovery 
was bona fide, and that it has so increased the value of his holdings as 
to make it materially disproportionate to the cost. 
Unless the taxpayer proves to the satisfaction of the commissioner 
that his so-called discovery well has opened up an entirely new pool or 
structure, or a new sand or zone in the particular pool or structure in 
which the operation takes place, this law will not apply to 
(a) any tract or lease any part of which was proven or 
producing prior to the date of (the alleged) discovery; 
(b) nor to any tract or lease within the proven limits of 
any well-recognized oil or gas pool or fields; 
(c) nor to such wells as are drilled immediately in 
advance of producing wells; 
(d) or on the edge of proven territory. 
Neither will it apply to the tract or lease of any other than the tax-
payer making the bona fide discovery. 
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In the 1920 edition of Regulations 45, article 220 was amended 
as follows: 
ART . 220 (a). Discovery--Proven tract or l ease--
Property disproportionate value.--
( 1) For the purpose of these sections of the revenue act of 1918 
an oil or gas well may be said to be d iscovered when there is either a 
natural exposure of oil or gas or a dr i lling that discloses the actual 
and physical presence of oil or gas in quantities sufficient to justify 
commercial exploitation, Quantities sufficient to justify commercial 
exploitation are deemed to exist when the quantity and quality of the 
oil or gas so recovered from the well are such as to afford a reasonable 
expectation of at least returning the capital invested in such well through 
the sale of the oil or gas , or both, to be derived therefrom, 
(2) A proven tract or lease may be a part of the whole of a 
proven area. A proven area for the purposes of this statute shall be 
presumed to be that portion of the productive sand or zone or reservoir 
included in a square surface area of 160 acres having as its center the 
mouth of a well producing oil or gas in commercial quantities. In other 
words , a producing well shall be presumed t o prove that portion of a 
g iven sand, zone, or reservoir which is included in an area of 160 
acres of land , regardless of private boundaries. The center of such 
square area shall be the mouth of the well , and its sides shall be 
parallel to the section lines established by t he United States system of 
public land surveys in the district in which i t is l ocated. Where a dis-
trict is not covered by t he Unite d States land surveys the sides of said 
area shall run north and south , east and west. 
So much of a taxpayer ' s tract or le a se which lies within an area 
proven either by himself or by another is " a proven tract or lease" as 
contemplated by the statute , and the disc ov ery of a well thereon will not 
entitle such taxpayer to revalue such well for the pur poses of depletion 
allowances unless the tract or lease had been acquired before it became 
proven. And even though a well is brou ght in on a tract or lease not 
included in a proven area as heretofore defined , nevertheless , it may 
not entitle the owner of the tr act or lease in which such well is located 
to revaluation for depletion purposes , if such tract or lease lies within 
a compact area which is immediate ly surrounded by proven land, and the 
geologic structural conditions on or under the land so inclosed may 
reasonably warrant the belief that the oil or gas of t he proven areas 
165 
extends thereunder. Under such circumstances the entire area is to be 
regarded as proven land. 
( 3) The "property" which may be valued after discovery is the 
"well". For the purposes of these. sections the "well" is the drill hole, 
the surface necessary for the drilling and operation of the well, the 
oil or gas content or the particular sand, zone, or reservoir (limestone, 
breccia, crevice, etc.) in which the discovery was made by the drilling, 
and from which the production is drawn, to the limit of the taxpayer's 
private bounding lines, but not beyond the limits of the proven area as 
heretofore provided. 
( 4) A taxpayer to be entitled to revalue his property after March 
1, 1913, for the purpose of depletion allowances must make a discovery 
after said date, and such discovery must result in the fair market 
value of the property becoming disproportionate to the cost. when the 
output of such well of oil or gas affords a reasonable expectation of 
returning to the taxpayer an amount materially in excess of the cost 
of the land or lease if acquired since March 1, 1913, or its fair market 
value on March 1, 1913, if acquired prior thereto, plus the cost of 
exploration and development work to the time the well was brought in. 
PROVISIONS OF THE INTERNAL REVENUE CODE RELATING TO THE 
ALLOWANCES FOR DEPLETION 
Section 22, GROSS INCOME 
>): 
* * 
(n) Definition of "Adjusted Gross Income". --As used in this chapter the 
term "adjusted gross income" means the gross income minus--
* * 
(5) Certain deductions of life tenants and income beneficiaries 
of property.--The deductions (other than those provided in 
paragraph ( 1) for depreciation and depletion, allowed by 
section 23 ( 1) and (m) to a life tenant of property or to an 
income beneficiary of property held in trust; and 
··-
.,. 
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Section 23. DEDUCTIONS FROM GROSS INCOME. 
In computing net income there shall be allowed as deductions: 
* * * * * * * 
(m) Depletion.--In case. of mines, oil and gas wells, other natural 
deposits, and timber, a reasonable allowance for depletion and for de-
preciation or improvements, according to the peculiar conditions in each 
case; such reasonable allowance in all cases to be made under rules and 
regulations to be prescribed by the Commissioner, with the approval of the 
Secretary . In any case in which it is ascertained as a result of operations 
or of development work that the recoverable units are greater or less than 
the prior estimate thereof, then such prior estimate (but not the basis for 
depletion) shall be revised and the allowance under this sub-section for 
subsequent taxable years shall be based upon such revised estimate. In 
the case of leases the deductions shall be equitable apportioned between 
the lessor and lessee . In the case of property held by one person for life 
with remainder to another person, the deduction shall be computed as if 
the life tenant were the absolute owner of the property and shall be allowed 
to the life tenant. In the case of property held in trust the allowable de-
duction shall be apportioned between the income beneficiaries and the trustee 
in accordance with the pertinent provisions of the instrument creating the 
trust, or, in the absence of such provisions, on the basis of the trust in-
come allocable to each. 
For percentage depletion allowable under the subsection, see 
section 114 (b), (3) and (4). 
(n) Basis for Depreciation and Depletion.--The basis upon which 
depletion, exhaustion, wear and tear, and obsolescence are to be allowed 
in respect of any property shall be as provided in section 114. 
* * * * * * * 
Section 26. CREDITS OF CORPORATIONS . 
In the case of a corporation the following credits shall be allowed 
to the extent provided in the various sections imposing tax: 
* * * * * * * 
* 
* 
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(c) Net Operating Loss of Preceding Year . --
* * * * * 
(2) Definition. --As used in this section the term "net operating 
loss" means the excess of the deductions allowed by this chapter 
over the gross income , with the following exceptions and limita-
tions--
(A) The deduction for depletion shall not exceed the amount 
which would be allowable if computed without reference to dis-
covery value o r to percentage depletion under section 114 (b) (2, 
( 3 , or ( 4); 
* * * * 
Section 113 . ADJUSTED BASIS FOR DETERMINING GAIN OR LOSS. 
* 
* 
* * * * 
(b) Adjusted Basis . -- * * * 
( l) General rule . --Proper adjustment in respect of the property 
shall in all cases be made--
* * * 
(B) In respect of any period since February 28 , 1913, for 
e x haustion, wear and tear , obsolescence, amortization, and depletion, 
to the extent allowed (but not less than the amount allowable) under 
this cahpter or prior income tax laws . Where for any taxable year 
prior to the taxable year 19 32 the depletion allowance was based on 
discov ery value or a percentage of i ncome, then the adjustment for 
depletion which would hav e been allowable for such year if computed 
without reference to discovery value or a percentage of income ; 
(C) In respect of any period prior to March 1, 1913, for 
exhaustion , wear and tear , obsol~scence, amortization, and deple-
tion , to the extent sustained; 
* * * * * 
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Section 114. BASIS FOR DEPRECIATION AND DEPLETION. 
* * * * * 
(b) Basis for Depletion. --
( 1) General rule.--The basis upon which depletion is to be allowed 
in respect of any property shall be the adjusted basis provided in section 
113 (b) for the purpose of determining the gain upon the sale or other dis-
position of such property, except as provided in paragraphs (2), (3), and (4) 
of this subsection. 
( 2) Discovery value in case of mines. ~-In the case of mines (other 
than metal, bauxite, coal, fluorspar, flake graphite, vermiculite, beryl, 
feldspar, mica, talc (including pyrophyllite), lepiodolite, spodumene, barite, 
potash, ball, sagger, and china clay, phosphate rock, rock asphalt, trona, 
bentonite, gilsonite, thenardite, or sulfur mines) discovered by the taxpayer 
after Februa'ry 28, 1913, the basis for depletion shall be the fair market 
value of the property at the date of discovery or within thirty days thereafter, 
if such mines were not acquired as the result of purchase of a proven tract 
or lease, and if the fair market value under section 23 (m) based on dis-
covery value provided in this paragraph shall not exceed 50 per centum of 
the net income of the taxpayer (computed without allowance for depletion) 
from the property upon which the discovery was made, except that in no 
case shall the depletion allowance under section 23 (m) be less than it 
would be if computed without reference to discovery value. Discoveries 
shall include minerals in commercial quantities contained within a vein or 
deposit discovered in an existing mine or mining tract by the taxpayer after 
February 28, 1913 , if the vein or deposit thus discovered was not merely 
the uninterrupted extension of a continuing commercial vein or deposit al-
ready known to exist, and if the discovered minerals are of sufficient 
value and quantity that they could be separately mined and marketed at 
a profit. 
(3) Percentage depletion for oil and gas wells.--In the case of 
oil and gas wells the allowance for depletion under section 23 (m) shall 
be 2 7 1/2 per cetttum of the gross income from the property during the 
taxable year, excluding from such gross income an amount equal to any 
rents or royalties paid or incurred by the taxpayer in respect of the 
property. Such allowance shall not exceed 50 per centum of the net in-
come of the taxpayer (computed without allowance for depletion) from the 
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property, except that in no case shall the depletion allowance under section 
23 {m) be less than it would be if computed without reference to this 
paragraph. 
{4) Percentage depletion for coal, bauxite, fluorspar, flake graphite, 
vermiculite, beryl, feldspar, mica, talc {including prophylli~e), lepidolite, 
spodumene, barite, ball, sagger and china clay, rock asphalt, phosphate 
rock, trona, bentonite, gilsonite, thenardite, and metal mines, potash, and 
sulfur.--
{A) IN GENERAL.--The allowance for depletion under section 
23 {m) shall be, in the case of coa,l mines, 5 per centum, in the 
case of metal mines, bauxite, fluorspar, flake, graphite, vermiculite, 
beryl, feldspar, mica, talc (including pyrophyllite), lepidolite, spodumene, 
barite, ball, sagger, and china clay, phosphate rock, rock asphalt 
mines, trona, bentonite, gilsonite, thenardite (from brines or mis-
tures of brine), and potash mines or deposits, 15 percentum, and 
in the case of sulfur mines or deposits, 23 per centum, of the gross 
income £ron1.the property during the taxable year, excluding from 
such gross income an amount equal to any rents or royalties paid 
or incurred by the taxpayer in respect of the property. Such allow-
ance shall not exceed 50 per centum of the net income of the tax-
payer (computed without allowance for depletion) from the property, 
except that in no case shall the depletion allowance under section 23 
(m) be less than it would be if computed without reference to this 
paragraph. 
(B) DEFINITION OF GROSS INCOME FROM PROPERTY. --As 
used in this paragraph the term "gross income from the property" 
means the gross income from mining. The term "mining", as 
used herein, shall be considered to include not merely the ex-
traction of the ores or minerals from the ground but also the 
ordinary treatment processes normally applied by mine owners 
or operators in order to obtain the commercially marketable 
mineral product or products. The term "ordinary treatment 
processes", as used herein, shall include the following: 
( i) In the case of coal--cleaning, breaking , sizing, and 
loading for shipment; 
(ii) In the case of sulfur--pumping to vats, cooling, breaking, 
and loading for shipment; 
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(iii) In the case of iron ore, bauxite, ball and sagger clay, 
rock asphalt, and minerals which are customarily sold in the form 
of a crude mineral product--sortin, concentrating, and sintering to 
bring to shipping grade and form, and loading for shipment; and 
(iv) In the case of lead, zinc, copper, gold, silver, or fluorspar 
ores, potash, and ores which are not customarily sold in the form 
of the crude mineral product--crushing, grinding, and beneficiation 
by concentration (gravity, flotation , amalgamation, electrostatic, or 
magnetic), cyanidation, leaching, crystallization, precipitation {but 
not including as an ordinary treatment process electrolytic deposi-
tion, roasting , thermal or electric smelting, or refining), or by 
substantially equivalent processes or combination of processes used 
in the separation or extraction of the product or products from the 
ore, including the furnacing of quicksilver ores. The principles of 
this subparagraph shall a l so be applicable in determining gross in-
come attributable to mining for the purposes of sections 731 and 
735 . 
Section 122 . NET OPERATING LOSS DEDUCTION. 
(a) Definition of Net Operating Loss. --As used in this section, the 
term "net operating loss" means the excess of the deduction~ allowed by 
this chapter over the gross income, with the exceptions, additions, and 
limitations provided in subsection (d). 
* * * * * 
(d) Exceptions, Additions, and Limitations . --The exceptions, additions, 
and limitations referred to in subsections {a), (b) and (c) shall be as 
follows: 
* 
( 1) The deduction for depletion shall not e x ceed the amount 
which would be allowable if computed without reference to discovery 
value or to pe r centage depletion under section 114 (b) (2), (3), or (4); 
* * * * * 
Section 126 . INCOME IN RESPECT OF DECEDENTS. 
* * * * * * 
{b) Allowance of Deductions and Credit.--The amount of any 
qeductign specified in secti:on 23 {a), {b), {c) or {m) {relating to 
deductions for expenses, interest, taxes, and depletion) or credit 
specified in section 31 {foreign tax credit), in respect of a decedent 
which is not properly allowable to the decedent in respect of the tax-
able period in which falls the date of his death or a prior period, 
shall be allowed; 
* * * 
{ 2) Depletion. --In the case of the deduction specified 
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in section 23 {m), to the person described in subsection {a) { 1) 
{A), {B), or {C), who, in the manner described therein, re-
ceives the income to which the deduction relates, in the 
taxable year when such income is received. 
* * * * 
SUMMARY AND COMPARISON 
The 27 1/2% Depletion Allowance is a Tax Exemption, and not a 
depletion profit. It is allowed oil producers because: 
{ 1) When oil is found, the deposit of oil is an asset, which 
if produced, becomes a wasting asset; 
{ 2) Oil and Gas will immigrate from one property to an-
other if not protected against drainage; 
{3) Its replacement, for the average producers, involves 
great hazards and great cost. 
A comparison of the oil and gas business to an office building or 
to a farm can be illustrated by comparing the life of a 20 story building 
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or a 100 acres farm to the life of the asset of an oil pool. Let us suppose 
that the oil pool has a life of 20 years. In the first year l/20th of the 
assets is produced. In further comparison to the building or to the farm, 
one would have to assume that one floor of the building would be con-
demned the 1st year, and that 5 acres of a 100 acre fa-.r.m would be con-
demned. At the end of 20 years, the building would have been condemned, 
the farm is gone, and the oil is gone. One might go across the street or 
across the fence and buy a new building or a new farm, or continually 
repair the building and fertilize the fa)rm and have the same asset at the 
end of the 20 years as he has in the beginning. However, one cannot go 
across the street or across the fence to replace the oil pool. 
An accountant can neither see this difference nor perceive the risks, 
and therefore, has no conception of the risks unless he were an oil 
accountant with an interest in the business. 
Many companies in the oil business today are still living off the profit 
they made when one could find oil at a cost of 12 cents per barrel in 1936. 
Today the cost per barrel of finding oil is extremely difficult to calculate, 
but the figure is somewhere around $1.62 per barrel for those who are 
lucky or for those who operate on a large company scale. 
CHAPTER IV 
THE NEED FOR PUBLIC RELATIONS 
WHAT IS PUBLIC RELATIONS? 
Professor Vir gil L. Rankin, ( 1) Director of Boston University 
School of Public Relations and Communications and Lecturer at Harvard 
Uni.versity School of Business Administration, states: 
"At present and as far as we can anticipate the future, 
it is a question of "men' rather than 'things'' , we might 
say, human aspects or the problems of human relations." 
* 
Public Relations is a business as well as an art and a 
science, which deals with difficult problems of how an individual or 
an institution can get along satisfactorily with other people and insti-
tutions as well as interpreting these problems in a meaning clearly 
understandable . 
(I) Professor Rankin is Past President of the Public Relations .Society of America; Former 
Chairman of the Board and President of the American Counsel on Public Relations; Co-founder and Editor 
of the Public Relations Journal; Consultant to Top Management in the Pacific and Atlantic Seabe4rd and 
the Middlewest; Who.'s Who in the East; Who Knows and What among the Experts and' especially 
informed. 
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The term Public Relations means many things to many people, 
To some it is an impressive-sounding man for free publicity. Others 
think of it as concealed propaganda imposing something unethical upon 
an unsuspecting public. Still others think of it as the presentation of 
statements favorable to business. 
The simple fact of the matter 1s that Public Relations is merely 
relations with the public. It is the art of getting along with the public and 
interpretating to the public. 
To practice this art it must be understood what we mean by _ 
the public. For our particular purposes the term cannot be used loosely; 
it cannot be under stood to mean people in general. It means those people 
with whom we and our organization come in contact, or who hear about 
us, or whose opinions or actions in any way can affect us. 
The people who make our products are a part of our public. 
So are the people who distribute them. So are the people who buy them, 
the people who use them, the people who invest in our business, the 
people who lend us money, the people who supply us with materials, the 
people who live among us in our community. All of these people can be 
classified as our public. 
It should be kept in mind, · upon what does this public think of 
us, rather than what do we think of it, This depends upon the success 
or failure of our business enterprise. 
"Public Re lations is not something that can be applied to a 
particular phase of business, nor is it an umbrella covering everything 
but touching nothing. It is rather a fundamental attitude of mind, a 
philosophy of management, which deliberately and with enlightened 
selfishness places the broad interest of the public first in every decision 
affecting the operation of the business." (2) 
In a sense public relations is the measure of the extent to 
which an organization has adapted itself to its social, political and 
economic environment and interpreted itself to society, consciously or 
not. If this is a correct view, there will always be public relations, so 
(2) Paul Garrett, Vice President, General Motors Corporation. 
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long as there is human intercourse. 
Within the last two or three decades public relations has 
emerged as a special management activity. This is due, in my opinion, 
to the fact that adaptation and interpretation requires more positive 
action in ti:r;nes of social, economic and political change than in periods 
of stability. During the past three decades the rate of change has been 
at a peak and consequently the necessity for special effort along public 
relations lines has been greater than before, to the extent that an ever 
increasing number of organizations have fou~d it expedient to denote the 
full time efforts of specialists to this ·work. ( 3) 
The public relations men sum it all by a phase, the behavior 
principle in public relations. And the important thing is not the implied 
endorsement of righteousness; but rather the fact that at least ninety 
percent of our communications to other people depend on action, not on 
words. 
"Behavior, which appears superficially correct but is intrinsically 
corrupt, always irritates those who see below the surface." ( 4) 
THE BEHAVIOR THEORY 
The behavior principle, which is a fact in its own right, is 
universally commended. Public relations is the art of public behavior. 
Most of the definitions, however phrased, say about the same thing. 
One definition holds that "good public relations is based on the 
simultaneous deserving and achieving of public support and understanding." 
Another says that public relations, is an organized form of 
activity, is "doing good and then telling\ about it." 
(3) A private manuscript written for American Council on Public Relations. 
(4) Dr. James Bryant Conant, President of Harvard University. 
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"Public relations may be defined as those aspects of our 
personal and corporate behavior which have a social rather than a 
purely private and personal s i gnificance. The increasing importance 
of public relations is due primarily to the increasing number of per-
sonal and corporate activites which do have this social and public 
significance." ( 5) 
Behavior is the key factor in human communication. 
WHO DOES PUBLIC RELATIONS? 
"Public relations activities of the United States Steel Corporation 
are considered to be a Top Management responsibility. Unless the policies 
of the corporation are in keeping with the national interest, there is no 
possible way of securing long-term public support of our economic and 
social viewpoint." ( 6) 
There are at least five different classifications of practitioners 
under the heading of Public Relations: 
( 1) Public Relations Counsel - A public relations counsel 
operates very much like legal counsel. He serves his 
clients in a confidential capacity, in the counselor's 
role. He is equipped to handle operating problems, 
of course, and frequently does; he is not an ivory-
tower dweller. There is, however, in his relation-
ship with a client, an emphasis on broad manage~ 
ment problems and policies. In the final analysis, 
the public relations decisions of a company are a 
function of top management; counsel however, can 
be and often is of enormous aid in the formulation 
and execution of policy plans, bringing to this work 
both a useful objectivity and technical skills. 
(5) An Introduction to Public Opinion - New York: John Wiley and Sons, Inc., 1940. 
(6) J. Carlisle MacDonald,. Assistant to the Chairman of the Board, U. s. Steel Corp. 
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(2) Public Relations Men - Many organizations, public 
and private , have directors of public relations. The 
title is supposed to imply that the official designated 
has duties broader than those involved in publicity, 
that he has something to do with the formulation of 
management decisions. This is often the case, in-
creasingly so of late. Historically , however, the 
public relations direct or who is an integral part of 
the organization for which he works has usually had 
a good deal to do wit h publicity. 
(3) Information Men - They also use the media of 
communication, but their principle function is to 
act as a clear channel for t he flow of information 
between their organizations and the public. Most 
government agencies, and some business or ganiza-
tions , have informat ion departments. The head of 
such a department is often called the Director of 
Information. Presumably , though this is not always 
the case, a Director of Information is more impart,ial, 
and therefore less suspect , than a Director of Publicity. 
(4) Press Agents and Publicity Men - Their principle 
function is to use the media of communication to 
focus public attention on some one thing or person. 
Their ac t ivities , though often useful and good, are 
sometimes not so good. In practice, most of their 
time seems to be spent in trying to cultivate for 
their clients the "favorable light" of public opinion. 
with the clients behavior a matter of some irrele-
vance. 
(5) Propagandi sts - They may or may not have the public 
interest at heart; they may or may not work for -sound 
causes. It i s difficult to define the word "propaganda" 
effectively , for it bears today a universally sinister 
connotation a n d . i t s ear ly religious meaning has al-
most disappeared . It is customary, however, and in 
this connection useful , t o th ink of it as having to do 
with the organi zed spreading of a doctrine or a point 
of view. 
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CHART PRESENTATIONS AND ORGANIZATION IDEAS 
The following charts indicate wh,re public relations be-
long on the top staff level: 
CHART A 
.. - l President 
Other Public 
Staff Relations 
Operations 
I 
I I I I 
CHART B 
President 
Other Public 
Staff Relations 
I 
Division Head I II Division Head 
I I 
Division Division 
Public Public 
Relations Relations 
I 
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CHART C 
President 
Public Relations 
Director 
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CHART D 
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HOW DOES THE PUBLIC RELATIONS SPECIALIST WORK 
" Public relations begins with business policy . It follows through 
the period in which action transforms those policies into results . Policy, 
action, results, all are par t of the preparation of the case before the 
jury of public opinion. If any one of the three fails to appeal to the 
human instinct of equity and honor , the case probably is lost before the 
trial, and the most able public relations man cannot save it . " (7) 
There is , however , a t hreefold function for a good public rela-
tions man to perform. 
First , he must be an analyst. He will begin his task by analyzing 
the factors that affect his work, and he wi ll never cease weighing and 
analyzing as long as he is on the job. 
The public relations practitioner will try to discover through . 
study and analysis t hose industry policies and practices that are apt 
to win support and friends for it among the public, and at the same 
time, those policies and practices that are certain to annoy , irritate, 
or alienate friends . 
Then too , the public relations man will analyze the opinions of 
various groups that are important to the company and the companies 
industry. The opinions of these groups may be obtained through formal 
polling technique or s imply thr ough informal questioning . More and 
more public relations executives are relying on special public opinion 
polls conducted by professional polling agencies to obtain and evaluate 
broad group opinions . 
GOVERNMENT RELATIONS 
The more business enters t he public domain , the more im-
portant it is to conduct relati ons w ith government agencies in organized 
fashion . A good many of the negotiations be t ween business firms and 
government agenc ies are conduct ed wit h benefit of public relations 
counsel, and it is saf e to say that the v ast majorit y of statements 
(7) W. T . Holliday , President , Standard. Oil Company (Ohio). 
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filed with Congressional Committees have been prepared with the same 
assistance. The point is that the skills and techniques of public relations 
are used today wherever and whenever the activities of a given company 
or industry affect or touch upon the feelings of the public or public 
groups. 
Every form of organized activity uses or should use the public 
relations approach in one way or another, however limited. 
The reason is quite simple: People today agree more than ever 
before, circumstances have almost required them -· to , with the words .of 
Abraham Lincoln: 
· "Public sentiment is everything. With public 
sentiment, nothing can fail; without it , nothing 
can succeed." 
And of course public sentiment can only be formed effectively when it 
can be nourished on a flow of facts, information, and ideas. 
THE PETROLEUM INDUSTRY FEARS GOVERNMENT REGULATION 
Fearing increased government regulations or even worse, nation-
alization, the oil industry launched a new program in 194 7 designed to 
modify public attitudes toward the oil business: that is a monopoly; 
that prices are fixed collusively; that new developments are held back; 
that it is not much interested in oil conservation. 
A public relations operating committee of the American 
Petroleum Institute was organized,and the first result of its work was 
an elaborate twenty-two page brochure entitled " Winning More Friends 
for Your Business ". The program is based on a revealing survey of 
public opinion toward the oil industry. 
Among favorable findings were: 
82 per cent of the people think the oil business 
tries to serve the best interests of the public; 
79 per cent think gasoline prices are reasonable. 
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Unfavorable findings: 
25 per cent think product improvements are held back; 
32 per cent think oil is a monopoly; 
57 per cent think oil companies get together on prices. 
But the ·most striking result of the survey was that people who 
know the oil industry best are the ones who think most highly of it. 
LOOKING AT STEEL AND OIL 
Authority for administration of the public relations program of 
the United States Steel Corporation is vested in the chairman of the 
board, J. Carlisle MacDonald, ( 8) assistant in charge of public rela-
tions, carries out the actual work but works in close consultation with 
the chairman of the ' board and other officers of the corporation and its 
various subsidiary companies. Mr. MacDonald states: 
We define public relations as "the creation and carrying out 
of broad policies that will be reflected in favorable public opinion." 
We feel that the emphasis should be properly placed upon the things 
we do, the decisions by management, and their execution by those who 
comprise the organization. 
The size of the corporation necessitates a large organization to 
administer and execute its public relation activities. Like General Motors, 
there is a decentralization of public relations officers , and hence they 
may more closely cooperate with local producing operations. Each of 
the principle operating subsidiaries of the corporation has public rela-
tions representatives that work in cooperation with top management at 
policy making levels. In some cases, as in Pittsburg and Chicago, 
where more than one company operates , public relations activities are 
under a district director. 
(8) (ibid., page 176). 
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There are over 12 public relation offices throughout the 
country. 
United States Steel makes a close study of trends in public 
opinion through its own staff, its subsidiaries, and reliable public re-
search organizations. Its research is also turned outward. Under the 
supervision of a director of research public relations, a staff is main.,. 
ta!ined in Pittsburg to consult with technical and research experts for the 
development of articles for trade publications. 
Standard Oil Company (New Jersey) did not activate a public rela-
tions department until 1943, but the same emphasis on policies as the 
foundation on good relationships is apparent. Stewart Schackne, Assistant 
Manager of the Department, writes: 
Although we believe that the dissemination of factual information 
is important, it does not represent the whole of public relations work. It 
seems to us that good public relations depends importantly on public 
confidence, and that public confidence results from acts which are note-
worthily in the public interest. Since the major acts of a corporation are 
performed by management or result from policies adopted by management, 
in the last analysis management is responsible for public relations. 
The public relations department of the Standard Oil Company of 
New Jersey is a staff department , primarily serving . the management of 
the parent company but also acting in a service and advisory capacity_ 
and as a central source of information for the various affiliates. Also 
it acts on occasion as the "voice" of the company, Mr. Schackne states: 
"Management deliberations and decisions, therefore, may be made on a 
basis of adequate current information and the best possible forecasts," 
PUBLIC RELATIONS FOR INDUSTRY 
GOVERNMENT ENCROACHMENTS 
It is not surprising that the govern~ent should seek constantly 
to take over more powers. Representatives are sent to Congress for the 
express purpose of making laws, and so they proceed to make them. So 
well do they do their duties that more than 20,000 bills are introduced 
and nearly 2,000 laws are enacted in Congress in a single year. 
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A substantial percentage of these laws affect: business and 
industry. 
Among the important powers of Congress is that of regulating 
interstate commerce. The government tends to delegate to bureaus and 
commissions, to which it gives broad discretionary powers. More and 
more bureaus are set up. Not only ~re there federal boards and bureaus, 
but in many states these are supplemented by state commissions. 
With legislative bodies grinding out so many laws and with so 
many boards, bureaus, and commissions all trying to regulate business, 
there is little wonder that not only do conflicts arise, but that confusion 
prevails. American industry thrives on freedo'm of action, and with too 
much taxation, regulation, and restriction, business suffers. 
Certainly it is true that we have with us two conditions at the 
same time: 
The country is not enjoying the full measure of 
pros per ity, under war time circumstances, that 
is possible, and there is a much greater degree 
of governmental restrictions of business than at 
any time within our history. 
These two conditions would seem to be related. 
Many leaders of business and industry have testified before the 
Senate Committees. Probably the general attitude of business leaders 
was expressed accurately by Lammot de Pont when he insisted that the 
factors which retard recovery are four: 
( 1) The amount and type of taxation. 
(2) The fear of higher prices due to the steadily 
increasing public debt and the uncertainty 
about the . value of money. 
( 3) The extraordinary number of strikes. 
( 4) The fear of further changes in and the 
modification of legal rules under which 
business must operate. 
In spite of the motives that may underlie 'particular govern-
mental policies from time to time; in spite of the unfortunate effects 
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of particular governmental activities, governmental activities, govern-
ment is not the enemy of business. The government's aim is to help 
business, even though its marksmanship may be poor. The government 
represents workers, investors, consumers, and all people of every other 
classification in the land. Its actions are directed to what those in power 
believe to be the general welfare. 
By and large, policies and acts of government reflect the beliefs 
and desires of the great mass of the population. 
If the government takes a particular attitude toward our business 
and industries, then, presumably, that is the attitude of the public. 
Theoretically, this is so during these times. 
PART II 
A correlation exists between the lobbying efforts of the oil 
producers and their representatives and the opinion of congressmen 
as evidenced by their legislative deliberations on the subject of the 
Special Depletion Allowance. These representatives of the Oil Pro-
ducing Industry, Members of Congress, Governors, State Officials and 
Witnesses have contributed their efforts toward the continuation of the 
present Statutory Depletion Allowance but have not succeeded in their 
counterproposals to raise the depletion allowance. 
CHAPTER V 
AN ANALYSIS OF LOBBYING EFFORTS 
OF THE OIL PRODUCING INDUSTRY 
SOLONS WOULD INCREASE TAX ON OIL FLOW 
Percentage Depletion to Undergo New Review by Senate Group 
By 
EDWARD JAMIESON 
World Washington Bureau 
November 3, 1949 
Rule 23 Years Old 
Under the present law, which has been in effect since 1926, oil 
and gas producers are permitted to deduct each year 27 1/2 per cent of 
their gross production receipts in making income tax returns, so long as 
it does not exceed 50 per cent of the net income . The adoption of this 
fixed depletion percentage followed the treasury's own recommendation, 
based upon experience from the enactment of the first income tax law 
in 1916. 
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Under the original act, oil and gas producers were only permitted 
to deduct cost depletion. In 1918, however , after the United States entered 
World War I, congress realized that oil exploration and production had to 
be encouraged if an adequate supply was to be secured for fighting the war. 
As a result, congress · approved an amendment to the income tax act pro-
viding for discovery depletion allowances. This was to take into considera-
tion the cost to a producer of drilling his discovery well, other dry wells, 
together with the depletion of h is capital as represented by the production 
of the oil and gas, which could not be replaced. 
During the next seven years, however, Treasury officials found 
that they were making little headway i n actually determining for each 
well and producer what such discovery depletion actually amounted .to . So 
in 1926, it suggested to'- congress that a fixed percentage, applicable to all 
producers, be fixed. Congress, after lengthy hearings and study, arrived 
at the 27 1/2 per cent figure. 
In effect, the depletion allowance granted oil and gas producers 
is the same as depreciation permitted manufacturers each year on the 
wear and tear on their machinery, buildings and equipment. But because 
of the great difficulty in actually computing the percentage of the natural 
resource that has been used during the year, as well as the capital risk 
required to discover a producing well, a flat percentage is allowed, rather 
than a figure computed at the end of each year. 
Top oil men declare that today the percentage depletion provision 
is even more necessary than in the earlier days of American oil production. 
Not only is the risk of finding a producing well or field greater, but costs 
have jumped tremendously . Meanwhile, the oil and g?-S· ,requirements of 
the nation keep climbing steadily. Any substantial set-back in new dis-
coveries could mean a national oil shortage within a very short time, 
they declare . Even under· what might be described as normal conditions, 
this could prove extremely serious. It is doubly serious, they ' insist, in 
view of the heavy defense program which the nation is undertaking be-
cause of the " cold war" with Russia. 
Members of congress from the oil and gas pr 'oducing states plan 
an all out fight against · any attempt to amend the law. They feel that they 
will be successful, but ; warn that the fight may develop into a bitter one 
before it is over. 
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STATEMENT OF FRANK M. PORTER 
President, Mid-Continent Oil & Gas Association 
In Answer To 
The President's Tax M~.ssage to the Congress 
January 24, 1950 
The President's ill-advised statement, in his tax message to the 
Congress, that he knew of no more glaring example of loopholes in the 
tax law than the percentage depletion allowed the oil and mining i~dustry, 
is wholly without foundation and can not be supported by factual evidence. 
The President's statement is a reflection of a small but vocal 
group in the Bureau of Internal Revenue, who either have no concept of 
the practical reasons for percentage depletion or who would be willing to 
destroy the private oil industry's ability to supply the military and domestic 
petroleum needs of t h is nation, in order that they may have an excuse to 
urge nationalization of the petroleum industry. 
Percentage depletion has been a fundamental provision of our tax 
laws for a quarter of a century . Congress has had an opportunity to review 
the percentage depletion allowance more than a dozen times . and has never 
seen fit to change or alter the basic principles adopted in 1926. 
The President ' s statement charges , in effect , that the oil industry 
is not bearing its fair share of the tax burden. Thi s implication is simply 
not true . If the figures now available to the Bureau of Internal Revenue 
had been made known to the President , he would have found that the oil 
industry has paid a greater percentage of its gross revenues into the 
Treasury of the United States than industry generally . As a matter of 
fact , if the Bureau of Internal Revenue had revealed the facts to the Pres-
ident, he would have also found that the so-called 27 1/3 % depletion allow-
ance to the oil industry is a m i snomer ·. The truth is that the statutory 
limitations upon the application of percentage depletion has resulted in 
allowing the oil industry a much lesser amount. This has been insufficient 
to generate enough capital in the industry to maintain discoveries equal 
with production. Thi s fact is evi denced by the large amounts of capital 
the industry has been forced to obtain from outside sources in recent years 
in order to maintain its continued search for oil reserves and keep produc-
tion equal to our requirements . The ever increasing cost of finding oil 
because of the necessity of drilling deeper wells and increased cost of 
labor and materials make percentage depletion more necessary for the oil 
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industry than ever befor.e. A great many in the industry feel that the 
present statutory limitations of percentage depletion should be eliminated 
by the Congress. 
The President's proposal is essentially an attack upon the small 
independent producer and wildcatter. Loss of or reduction in depletion 
would eliminate these small businessmen and cause thousands of stripper 
wells to be abandoned, thus removing from the industry the men who have 
been responsible for the discovery of the major portion of our oil reserves. 
Without depletion the private petroleum industry of the United States 
would not have been able to furnish the petroleum requirements of this 
nation and her allies in two world wars. Without depletion the petroleum 
requirements for the industrial development of this nation that has made us 
the strongest and most progressive in the world could not have been supplied. 
Depletion is the mainspring of the petroleum industry. To abolish 
it or reduce it is to seriously impair both our national economy and our 
national security. 
with 
My feeling is that the Congress will take no such chances -
our economy or our national security. 
SPEECH OF RON. CHARLES W. VURSELL OF ILLINOIS 
In the House of Representatives 
January 26, 1950 
The efforts to hamstring the oil producing business have been 
tried before. Congress has each time refused to let it happen. The 
weight of the evidence should again bury those who would sacrifice this 
industry so that their insatiable appetite for new tax can be gratified. 
The process of finding new fields is expensive and hazardous. 
A majority of the wells drilled at great expense are dry with a terrific 
loss to the producers . This depletion tax is fair and just. It is the same 
type of a depreciation tax provided for the aging of buildings or the wear 
and tear on machinery . When an oil well is discovered it may produce 
well, but within a few years the oil in the ground supporting this well is 
pumped out . The well becomes worthless - that is the reason the Con-
gress has wisely provided for the 27 1/2 percent income tax depletion 
on oil well production. 
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AN ANALYSIS OF STATEMENT OF RUSSELL B. BROWN 
Co-Chairman of the General Depletion Committee for the Petroleum Industry 
Before the House Ways and Means Committee 
February 8, 1950 
I feel that your Committee should be deeply concerned as to the 
effects of the proposals to change existing tax provisions relating to the oil 
and gas industry, either by arbitrarily reducing the percentage or changing 
the method of calculating depletion. Conditions in the world today make it 
more important than ever before that this Nation have a sound and effective 
national policy with regard to the supply of strategic and essential materials. 
Increased tax burdens on the petroleum industry would so disrupt the in-
dustry's economy and activity as to seriously threaten its ability to furnish 
an adequate and increasing supply of oil and its products. This basid issue 
affects the daily life of every citizen of this country. It is inseparably re-
lated to the Defense Program to which this Nation is already committed. 
In conclusion, may I suggest that your Committee make every neces-
sary search. Turn our industry's pockets inside out. Spread the contents out 
for complete review. But do not make the tragic mistake, through haste, of 
destroying one of the foundation stones on which a useful and essential industry 
has been constructed. We in the petroleum industry are deeply proud of our 
record of service to the Nation. 
AN ANALYSIS OF STATEMENT BY ROLAND V. RODMAN 
President of Anderson-Prichard Oil Corporation 
Oklahoma City, Oklahoma 
Before the House Ways and Means Committee 
February 8, 1950 
The industry has needed and efficiently used the depletion and related 
allowances for the nation's benefit for more than 30 years. It has de-
pended on the continuation of the allowances in all plans for the future. 
The allowances have become so firmly imbedded in the economy and the 
price structure of the oil and gas industry that to reduce them in any 
degree would actually amount to the imposition of a discriminatory tax 
increase on the industry and would dangerously disrupt the whole economy 
of the nation. Several things would happen: 
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( 1) Venture capital would be repelled in an amount far in excess 
of t}le actual reduction in the depletion allowance and discoveries of new 
oil "';_.eserves would be seriously diminished, with a resulting ultimate in-
crease in the price of fuel and an immediate reduction in oil supply and 
taxable income of oil producers; 
(2) Since it has already been established that the return of the 
oil industry is less than that of other industries, it would be inevitable that 
the price of petroleum products would in time increase to reflect the changed 
supply conditions as well as the increased tax - with all the dislocating effects 
that this would have on the economy, including the ultimate reduction of the 
nation's aggregate taxable income through increased operating costs of pet-
roleum users with a corresponding reduction of tax revenue; 
( 3) Dividends of oil companies would have to be reduced, with a 
consequent loss of tax revenue that could easily account for 50 per cent or 
more of the increase in oil company taxes now sought; 
(4) Small oil companies and operators, who account for a substantial 
part of the industry's new discoveries but 'fho depend on percentage depletion 
to recoup capital lost on unsuccessful ventures would be forced out of the 
business; 
( 5) Employment would necessarily drop off, not only in oil and re-
lated industry, such as oil field supply dealers and drilling contractors, but 
also in industries such as the automobile and chemical industries, because 
of the curtailed operations of the oil industry and the high prices for its 
products; 
( 6) The whole national income and general economy of the nation 
would be affected in ways that cannot now even be foreseen and in the end 
government tax revenues would probably not be increased but might even 
be seriously decreased in the long run , and the consumers would have to 
pay the bill. 
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AN ANALYSIS OF STATEMENT OF RUSSELL B. BROWN 
Co-Chairman of the General Depletion Committee for the Petroleum Industry 
Before the House Ways and Means Committee 
February 8, 1950 
Attempts have been made to create the impression that the de-
pletion provisions (of the tax laws) constitute a "loophole", This is entirely 
incorrect and misleading. The tax provisions are the result of Congressional 
action, understood and approved by successive Congresses for more than 
25 years. Use of the term "loophole" indicates a complete lack of under-
standing of both the purpose and the effect of this law, 
The tax provisions under discussion by Congress were meant to 
produce certain results. They have met that test fully. They were established 
more than a quarter of a century ago to assure an adequate supply of oil in 
the United States. They have done just that. 
Because of this, we were in readiness at the close of 1941 to fuel 
the greatest war in history, supplying six-sevenths of all the oil used by 
the United States and her Alliks. At the end of the 25-year period on 
January 1, 1950, we had on hand the largest proven reserves of petroleum 
in our history, which are again available for use in peace . or war. Our 
military authorities are demanding still further increases in productive 
capacity. 
The existing tax provisions are now inadequate rather than excessive. 
The oil industry faces a tremendous, difficult and costly task in providing an 
assured supply of oil to meet whatever needs may arise. To maintain suf-
ficient productive capacity in this country, it is now necessary to discover 
and develop more than three billion barrels of new oil reserves each year. 
With the cost of each barrel increasing steadily -- much more than prices 
have increased -- record amounts of new capital will be required and an 
even greater incentive must be provided to stimulate discovery and devel-
opment. 
It would be most unsound to endanger our oil supplies by ex-
perimenting with a new national tax policy to replace one that has proven 
successfuL 
The direct effect of the Treasury's proposed tax increase would 
be to reduce seriously in a very few years the productive capacity that 
otherwise would be developed . The loss in capacity might eliminate en-
! 
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tirely the reserve productive capacity needed for national security. It 
could mean the difference, for example, between meeting and not meet-
ing the requirements for 100 octane aviation gasoline, of which the peak 
production exceeded 600,000 barrels daily in World War II. 
No attack has been made on the principle itself, only the rate. 
What support is there for the recommendation that it be made 15 per 
cent? So far as we know, it was a figure picked out of thin air. 
The Treasury Department's case has been highlighted by reference 
to "selected" and "particular" cases of inordinate profit. A fundamental 
change in long-standing tax policies affecting disastrously one of our basic 
industries should not be predicated on a few cases that are not representative 
of the industry as a whole. Oil is a business filled with hazards. It cannot 
be judged by the experience of a single operator, or a selected group of 
companies or by history of a limited time. 
The industry has NOT enjoyed unusual profits. If the industry 
were profiting unduly, investment capital would all be directed into the 
oil industry. The contrary is true. Reports of the Treasury Department 
show that the number of corporations engaged in crude petroleum and natural 
gas · production declined from 5,974 in 1939 to 3,696 in 1946, a reduction of 
almost 40 per cent . This would be impossible if profits were abnormally 
high. 
; 
Conditions in the world today make it more important than ever 
before that this nation have a sound and effectiye national policy with re-
/ gard to the supply of strategic and essential materials. Increased tax bur-
dens on the petroleum industry would so disrupt the industry's economy 
and activity as to seriously threaten its ability to furnish an adequate and 
increasing supply of oil and its products. 
It is inseparably related to the defense program to which this 
nation is already committed. 
If the guns speak again, how priceless may be the oil which would 
indubitably will -- be discovered by those who have relied on the 
present depletion provisions for a quarter of a century as an integral 
part of their operating plans? 
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AN ANALYSIS OF STATEMENT BY B. A. HARDEY 
Shreveport, La. 
Before the House Ways and Means Committee 
February 8, 19 50 
Note: B. A. Hardey is an independent producer of oil and 
gas with more than 35 years experience. He has been state 
Conservation Commissioner of Louisiana, and Chairman of 
the State Mineral Board, 1940-48. He is a member of the 
National Petroleum Council, under appointment by the Sec-
retary of the Interior. 
Changing fhe tax prov1s1ons on oil and gas production as proposed 
by the TreasU'f"T would affect seriously the consumers as well as producers. 
The added tax costs will force some operators out of business, but 
the industry as a whole will have to find some way to keep on operating . 
. . . , Since the tax rate on corporate income is 38 per cent, prices on 
petroleum products would have to increase by about $350 million if the 
industry is to realize the same net income after taxes as it does on the 
present volume at existing rates. 
In addition, the proposed change would defeat the very purpose for 
which the present tax policy on oil and gas was adopted by Congress. It 
would immediately reduce the incentive to search for and develop new oil 
and gas resources and would be a deterr[ent to conservation programs de-
signed to save marginal production. These effects would be particularly 
serious to the small independent operator who operates on limited capital 
for the reason that the small producer cannot borrow money on prospective 
production. , . , . Many operators would sell their properties, pay the 
capital gains tax and call it a day. Unquestionably, such developments would 
quickly reduce the amount of oil discovered and developed. 
Perhaps the Treasury Department may urge Congress to try a 
lower rate of depletion allowance on the theory that if adverse consequences 
develop or an emergency requires more oil the incentive can be restored 
quickly by raising the percentage depletion back to the present leve. Such 
an argument is completely fallacious. , . , . the development of oil produc-
tion is a long-term process requiring years from the initial exploratory work 
to the drilling of productive wells. Once exploratory activity and personnel 
are reduced because of higher taxes, it would take years to regain the loss 
in productive capacity, if such loss ever were regained. An error in decision 
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now could have a crucial effect in case of war within the next five or ten 
years. 
If oil producers are expected to continue in this hazardous business 
they must have sufficient incentive, at least to the extent provided by 
existing tax provisions . I am sure that Congress does not visualize a 
situation in which the country no longer needs the supplies of petroleum 
which it enjoys today. 
AN ANALYSIS OF STATEMENT OF J. P. JONES, BRADFORD, PA., 
President of the National Stripper Well Assn. 
Before the House Ways and Means Committee 
February 8, 19 50 
Note: J. P. Jones, an oil producer for 25 years, is 
spokesman for thousands of small independent oil pro-
ducers from coast to coast. He also is Director of 
Production for the Pennsylvania Grade Crude Oil 
Association and a member of the National Petroleum 
Council. · 
The statement has been made that the statutory depletion allow-
ances are of little or no help to the small operators. I wish to emphasize 
that the small operator is making a profit or he wouldn't be in business. 
They have properties which in time become secondary recovery projects 
and present depletion allowances are needed to justify these operations. 
This type of operation in stripper fields represents a wide variety of 
physical and economic conditions. It is only through depletion of the 
more productive leases that the marginal properties can be saved and 
developed for secondary recovery operations in the future. 
A factual engineering report discloses that stripper well producers 
in twenty-two states owned and operated as of January 1, 1948, 295,000 
wells or 69'1o of the total producing wells of the nation. These wells pro-
duce from 2·,500,000 acres, almost one-half of the total productive acreage 
of the nation. While the daily average production per well was only 2.6 
barrels as against a national average of 12.0 barrels, yet from these wells 
came a total production, in 1947, of 279,500,000 barrels or 15% of the 
total oil produced in this nation. 
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The magnitude of stripper well and secondary recovery operations 
plays an important part in the economic well-being of the nation and in 
the areas in which these operations are located. Employment is made 
possible for many thousands of operatives , taxes are contributing to the 
support of communities , school districts, hospitals and other l9cal and 
state agencies. Services of many other industries are necessary in 
meeting oil country requirements. Any discouragement of stripper well 
activity through adverse action on percentage depletion and intangible 
development will seriously affect the public interest . 
Experience has shown that 75% of the oil in a secondary recovery 
operation is produced in the first two and a half years of the operation and 
the balance over the remaining life of the property involving a period of 
from eight to ten, or more years. It is, therefore, important that if the 
producer is to maintain a constant supply of crude to his refiner a steady 
and systematic drilling program must be maintained. 
The secondary recovery operator depends upon the saving from 
the flush year of his operation to provide the funds necessary for this sus-
tained drilling program. The proposed recommendation of the Treasury 
Department jeopardizes the only fund available that will enable him to con-
tinue his operation and expand his activity if he is to stay in business. 
The greater part of our secondary recovery reserves are today 
being produced by thousands of small independent individual oil companies. 
It is virtually a small man game and the only source of entry for him into 
the oil industry. The extremely high cost of primary development with the 
great risk involved makes it prohibitive for him to risk his capital. 
The eight billion barrels of reserve underlying the stripper field 
of this nation is oil that can be produced and will be produced only if 
the incentive is there to encourage the operator to risk his capital. The 
results of secondary recovery throughout the United States have varied 
considerably. The Bradford field in Pennsylvania is probably the best 
example of outstanding achievement. 
Stripper well oil reserves are ' producible only under favorable 
economic conditions and the maintenance of such conditions is necessary 
to the continued availability of stripper well reserves. The recovery of 
secondary reserves has proved to be a risky venture and the profit in-
centive must be attractive to encourage sufficient capital investment. The 
successful operations must bear the burden of the failures and marginal 
operations. 
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The present depletion allow\i.nce has since 1926 encouraged the 
development of this method of operation. Our production efficiency is 
still extremely low and much research will be necessary to improve it. 
The established rate of depletion in existence for the last two 
and a half decades is intimately interwoven in the fabric of the business. 
Changing rate and definition will work a great hardship on the entire in-
dustry and particularly so on the small operator who has risked his 
capital in a program relying on present statutory provisions relating to 
percentage depletion and intangible drilling costs being continued. 
EXTENSION OF REMARKS OF HON. TOM STEED OF OKLAHOMA 
In the House of Representatives 
February 13 , 19~0 
If this depletion clause is cut or eliminated, the time will not 
be long before foreign oil imports will have to supplant, not supplement, 
American production because no new fields will be discovered. This is a 
historical fact proven by a study of the entire search for new oil reserves. 
You must have the wildcatting independents if this phase of the industry 
continues. 
Loss of revenue to the States by reason of a declining oil pro-
duction will upset fiscal programs in virtually every oil-producing State. 
Unemployment will become widespread throughout all · oil-producing areas. 
The ultimate cost to the Government in relief and other means of absorbing 
this impact on our economy will far offset any immediate tax-revenue 
benefits the Government can hope to gain by taking away this tax exemption 
of the oil industry. 
Mr. Chairman, I cannot emphasize too strongly the point that 
all is not black gold that glitters in the oil industry . We must not, for 
the sake of the Nation's economy and for national defense, make the mis-
take of thinking that a few isolated cases of immense riches that an oil 
strike brings is any more typical of the oil industry than could be said of 
any other industry . 
Strange as it may seem, the fact still remains that more money 
has been invested in the search for oil and oil producing in the United 
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States than has ever been earned from such investments or gambles . 
This is true only because the oil-depletion clause constitutes an invita-
tion for risk capital in the most risky of all industries that otherwise 
will not be available . 
Increase this already terrific gamble and risk, and you will stop 
the balanced and continuing search for new oil reserves that this Nation 
needs and must have . 
STATEMENT OF 
CONGRESSMAN JOHN E. MILES OF NEW MEXICO 
Before the House Ways and Means Committee 
February 14, 19 50 
Our Revenue Code provisions in regard to depletion allowances 
in the non-metallic field are presently discriminatory, with the producers 
of a great many minerals having been given this tax benefit, while other 
producers of competitive minerals have been left out. An unsuccessful 
attempt to remedy this situation was made last year, I have personally 
tried without success to obtain this be'nefit for the producers of pumice. 
Production of this mineral in New Mexico has developed rapidly in the 
past few years. The percentage depletion allowance is needed in this 
industry, not for the purpose of an indirect subsidy for production and 
development, but as the only practical means of determining a fair deduc-
tion for depletion of their source of production. 
The whole problem is before you now , and I sincerely trust that 
in your consideration greater we i ght will be given to the effect of these 
changes in our revenue law on the future of the petroleum and mining 
industry, than to the immediate effect these changes will make in the 
next year ' s Federal deficit . 
STATEMENT OF E . I. THOMPSON 
Before the House Ways and Means Committee 
February 14, 1950 
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During the past 25 years I have engaged from time to time in 
the drilling of wildcat wells, none of which have proved profitable. More 
than 20 years ago I drilled the discovery well in the now prolific Scurry 
County area of Texas, but its real oil riches were not to be realized until 
last year. I am still in the business of searching for new sources of oil 
supply . The reason I am, the reason any independent is able to continue 
in the business after his first unsuccessful well, is the present depletion 
allowance. 
Finally I submit that unbiased investigation will substantiate that 
the case against the present depletion allowance to the oil and gas industry 
is without justification. The very economic and military security of our 
nation is at stake. Elimination of independents from the industry, leaving 
only a few major companies and the government to meet our oil needs, 
would offer little assurance for a prosperour or secure United States. 
· The taxation level for the nation's most risky enterprise cannot 
be fixed upon the basis of the ability of the few exceptionally successful 
corporations whose good fortune it may have been to acquire reserves at 
a lesser cost than their value on the market, if risk capital is to be 
attracted. Rather must it remain on the basis of the ability of all to pay, 
in which case the only conclusion possible after unbiased investigation would 
be that the present allowance, actually less in effect than when first ma,de 
in 1926, 1s far from excessive. 
If there is a " painless way" to raise the new revenue being 
sought to make up for losses occasioned by reductions of excise taxes, 
it is not to be found here. 
STATEMENT OF GLENN E. NIELSON 
President, Rocky Mountain Oil and Gas Association 
Before the House Ways and Means Committee 
February 14, 1950 
The national emergency demands proper evaluation of the Rocky 
Mountain reserves of oil and gas. With two billion barrels of annual ex-
cess productive capacity needed for national defense, we are finally com-
pelled to expand and accelerate the search for new fields in this relatively 
inaccessible region. Geologists tell us that the reserves already found 
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are but a slight indication of the tremendous reserves underlying the 
Rocky Mountains. They further tell us we shall continue to find our oil 
and gas by some of the toughest exploratory operations and hardest 
drilling in the nation. As in the past, we must be satisfied with smaller 
fields and smaller yields per acre than in the older mid-continent fields. 
Our remoteness to markets will be difficult, expensive and slow to correct. 
All of these factors point to expremely expensive operations requiring 
every bit of the incentives we now have for its accomplishment. When 
the Treasury Department implies that high crude oil prices make the de-
pletion incentive excessive, they overlook the need for far larger incentives 
if the industry is to find and develop the relatively inaccessible reserves of 
this vast region. Can anyone doubt the need for these reserves? 
We must have the incentives provided by the present depletion 
allowance and intangible cost deduction to make the reserves of the Rocky 
Mountains available. This region is the last frontier. 
STATEMENT OF GRANT E. JUDGE, HOUSTON, TEXAS 
Before the House Ways and Means Committee 
February 14, 1951 
A purchaser of an oil property secures a benefit from percentage 
depletion only to the extent it exceeds cost depletion. The purchaser of a 
property can expect to get percentage depletion only to the extent that he 
is able to increase the reserves of oil through subsequent discovery of new 
reserves. 
Stripper wells have been referred to several times during these 
hearings. The Treasury defines a stripper well as one that has reached 
the stage after the natural flow of oil has ceased and pumping or other 
force methods are needed to continue the recovery of oil. 
It is obvious, therefore, that all oil operators who remain in 
business long enough will have some properties that come within this 
classification as wells ultimately become strippers . Some operators choose 
to remain in areas where there is little chance of finding new oil , and 
eventually all their wells become strippers. It is also true that there 
are some operators who because of their ability in secondary recovery 
methods or low overhead purchase properties which are in declining stages 
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of production. This last class of "strippers" or "marginal" operator 
receives the benefits of percentage depletion to the extent he is able to 
increase the recoverable reserves to a point that his cost depletion be-
comes less than the allowable percentage depletion which is very often 
the case when the property is operated under secondary recovery methods. 
Because of the risks involved in repressuring or secondary recovery 
methods the buyer expects and often does increase his production and 
profit to the methods the buyer expects and often does increase his pro-
duction and profit to the point that he realizes the full 2 7 l/2 percent 
which is in excess of his cost depletion. 
In those cases where an operator retains his properties through 
the stripper stage, it is true that each year he may have certain units of 
property on which, because of the 50 per cent of income limitation, he will 
not be able to deduct the full 2 7 1/2 per cent depletion. This reduction in 
profit below 55 per cent of gross income will usually not occur for a given 
unit of property until a point is reached when there is only a small per-
centage of the reserve left. 
Under the Treasury proposal the depletion allowance would be re-
duced on all units of property for those years in which the net profit is 
between 30 per cent and 55 per cent. For those properties which have a 
net income of less than 30 per cent the proposed amendment will not re-
sult in any lesser deduction for depletion. 
I recently reviewed a random selection made of 19 separate units 
of property containing 281 wells located in Texas, Oklahoma , Kansas and 
Illinois. These properties had an average gross income per well of 
approximately $2,550.00 indicating an average daily production of less than 
. 3 barrels. For the year 194 7 all but one of these properties would have 
had a smaller deduction for depletion under the Treasury proposal and for 
1948 all 19 properties showed a substantial reduction. The reduction in 
allowable depletion under the Treasury proposal amounted to 42 l/2 per 
cent for this group of stripper properties for the two years 1947 and 1948. 
This group of 19 properties is only a small sample of the stripper 
class of properties . I assume, however, that it is fairly representative. 
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STATEMENT OF R. B . ANDERSON, VERNON, TEXAS 
Before the House Ways and Means Committee 
February 14, 1950 
The Congress , recognizing the hazards of the oil producing 
business, enacted the percentage depletion provision and has continued 
it in the law in order to enable an oil producer to recover his capital 
value. It is the necessary incentive to the oil and gas producer, whether 
large or small, to plow back his funds in the search for new and essential 
reserves . It is also the incentive for new and additional risk capital from 
outside sources to be expended in the search for new and additional oil 
reserves. 
The facts shown by the survey are conclusive evidence that these 
provisions have done what they were intended to do and that the larger 
producers are as dependent upon the percentage depletion provisions as 
the smaller operator in their continuous search for oil. 
The average cost per well for exploratory wells drilled in the 
United States in the search for new oil reserves has almost trip1ed in 
the period 1935 to 1948, having increased from $32,578 per well in 1935 
to $87,337 per well in 1948. At the same time the number of such wells 
required to discover a million barrels of new reserves doubled during the 
same period. As a result, the average cost of finding a million barrels of 
new reserves increased during the period by five hundred and thirty-three 
percent ( 533o/o ). 
These sharp increases in the cost of finding oil obviously affect 
everyone who searches for oil irrespective of size. They seriously affect 
those of our producers who have sufficient capital to undertake the risk of 
exploring high cost areas . In many instances, the larger producer makes 
substantial contributions to the smaller producer in order to enable the 
latter to drill exploratory wells. Generally, it is only the larger producer 
who can afford the enormous costs involved in the search for oil in many 
portions of the Rocky Mountain region, or in the swamp areas along the 
Gulf of Mexico, or in the submerged lands underlying the open ocean off 
our shores, or in the many unproven areas of the United States where deep 
test wells are necessary. 
I should like to emphasize that the continued search for oil by 
those comprising the industry, whether small, medium or large or what-
ever degree of size, is dependent upon the continuation of the long estab-
lished percentage depletion provisions of the law without any change. 
STATEMENT OF SENATOR LYNDON B. JOHNSON 
Before the House Ways and Means Committee 
February 14, 1950 
203 
For the oil industry, the 27 l/2 percent depletion allowance is 
the cornerstone upon which exploration is built. Exploration is closely 
bound to our national security . Through exploration only will more oil 
be found -- and without more oil we, as a nation, will be woefully short-
handed if we are called upon to defend our country. 
Exploration is primarily the function of the small operators, the 
small independents of the oil industry. These are the men who do not gain 
national attention as members of the spectacular rich, because exploration 
has made more paupers than millionaires. For these men, whose hazards 
are great and whose rewards are uncertain, the depletion allowance is 
necessary to make a gamble into a business. 
For Congress to tinker and tamper with the depletion allowable, 
thus curtailing exploration for and production of oil, is just as unthinkable 
as for Congress to tinker and tamper with our aircraft production, our 
submarine development, or any of our vital defense programs. 
Remember: As you cut down on the depletion allowance you cut 
down the flow of oil; as you cut down the flow of oil, you cut down our 
national security. 
If the depletion allowable is reduced, thus reducing and endangering 
our oil supply and the security of our nation, the record should show who 
took the chance. 
In the dark hours of our history nine years ago, American ingenuity 
saved us from our short-sighted rubber policy. Who can assure us, though, 
that our ingenuity would again save us from a short-sighted petroleum 
policy. 
I hope that upon completion of the hearings, the members of 
this committee will reject the proposal to tamper with the depletion 
allowance. 
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STATEMENT OF 
HON. ROY J. TURNER, GOVERNOR OF OKLAHOMA 
Presented on behalf of Go\vernor Turner 
By 
Hon. A. S. Mike Monroney 
Member of Congress from Oklahoma 
Before the House Ways and Means Committee 
February 14, 19 50 
We are unalterably opposed to any change of policy in connection 
with oil and gas depletion allowance, and I wish to submit to you the 
following information in suppor t of our stand: 
Oklahoma, as an oil-producing State, depends heavily upon the 
taxation of that industry to support its State government. Depending 
entirely upon special and excise taxes, a reduction from this source of 
revenue would seriously affect the entire State financial structure . 
For the fiscal year 
all State : taxes, exclusive of 
approximately $ 138,000,000. 
ending June 30, 1949, the total received from 
the unemployment-compensation taxes, was 
Approximately 60 percent of this total was 
from either a direct t ax on the oil industry or on services depending upon 
the products of that industry. A loss in this revenue would place a direct 
burden on the individual taxpayer, either in the form of income or sales 
taxes, or upon the local ad valorem taxpayer, to replace that loss . 
Ad valorem taxation in this State is for local purposes only. 
For the year 1949, the total assessed property of personal and 
public utility properties was $725 , 000 , 000, of which approximately 20 per 
cent was on the properties of the oil industry . Local units of government 
share in the taxes collected on this industry by the State. Of the total 60 
percent thereof was returned to the local units of government to help pay 
the costs of those governments . I repeat, it would mean a complete break-
down of the tax struct ure that supports Oklahoma government, and I am of 
the opinion that all other oil-producing States would be likewise affected. 
The depletion allowance has been of basic consideration of operators from 
its inception. Also States and local governments have given consideration 
to this allowance in determining equitable taxation. This allowance is now a 
basic factor that any change made at this time would materially affect con-
sumer prices, employment by thousands of independent operators, suppliers 
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of materials used in the oil industry, and State and local government 
revenues to the point of jeopardy in many States. But of the greatest 
importance of all, the reserves needed for national defense. Such an 
action would have greater and more far -reaching effect than first meets 
the eye. 
I can think of no congressional action that would do more to 
cripple the economy and safety of the Nation as a whole. 
STATEMENT OF 
HON. A. S. Mike Monroney. Member of Congress 
Before the House Ways and Means Committee 
February 14, 19 50 
Obviously, the purpose of this drastic change is to make up a 
part of the loss of $700,000,000 in excise taxes on furs, jewelry, trans-
portation, light bulbs, etc. May I respectfully call your attention to the 
fact that the oil industry has long paid heavy excise taxes, and is not here 
asking that these be removed or reduced. 
The best estimate I can get shows that more than $2,000,000,000 
is paid by oil products in excise taxes--$1,453,000,000 in State gasoline-
excise taxes; $ 500, 000_, 000 in Federal ,gasoline taxes, and $ 83,000,000 in 
lubricating-oil taxes. In many States, these excise taxes on gasollne will 
run as high as 3 5 per cent or 7 cents per gallon. 
The total taxes paid other than Federal will run between two and 
a half billion and three billion dollars. I ask leave to insert here the list 
of taxes and their estimated amounts. It is by no means complete as it 
does not and cannot reflect the hundreds of millions paid by individuals. 
I sincerely hope that this committee, in the light of all the dangers 
for such a drastic change will not single out this already heavily taxed 
industry to make it the goat in the removal of small excise taxes from 
other items. 
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STATEMENT OF 
PAT SUTTON, M. C. SEVENTH DISTRICT, TENNESSEE 
Before the House Ways and Means Committee 
February 14, 19 50 
While I might agree to plugging a "loophole", I do not intend to 
help plug the passage through which an industry breathes. I also do not 
intend to be a party to legislation which relieves from excise taxes but 
at the same time imposes the same burden on the consumers of this 
country in some other manner . It profits a farmer nothing to save $20 
on his television set only to pay it back a cent a gallon on the kerosene 
he burns in his tractor, and likewise it is false economy to spend billions 
on a war machine only to find the gas tank empty when the battle be gins. 
If it is remotely possible that this proposal of the Treasury De-
partment will result in a decline of our oil productive capacity or cause 
an increase in consumer prices on petroleum products, then I feel we should 
look for more realistic "loopholes .. or effect economies that will accomplish 
the same results. 
STATEMENT ON PERCENTAGE DEPLETION 
By 
GOVERNOR FRANK CARLSON OF KANSAS 
Before the Ways and Means Committee of the 
House of Representatives 
February 17, 1950 
The policy of Congress, as expressed in the past by its actions 
and at present by the report and recommendations of the Special Senate 
Committee, is justified both on the basis of pure merit and on the basis 
of results obtained. It is my recommendation that this Committee go on 
record as being opposed to any change which would restrict the percentage 
depletion provisions as they now stand. 
Similarly, the right to deduct intangible development costs in the 
year in which they are incurred is based on a regulation of the Commissioner 
of Internal Revenue authorized by statute. This right has become an es-
tablished national policy in the taxation of income derived from crude 
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petroleum and natural gas and has been a substantial factor in the expansion 
of the petroleum industry. 
This just regulation was promulgated in 1917, and is today sub-
stantially in its original form. The wisdom of this regulation and its effect 
on the operation under the income tax laws has been reviewed and approved 
by the Congress repeatedly . 
The serious effect of a change in this regulation was recently 
demonstrated when exploration and development in the petroleum industry 
was greatly disrupted by a court decision reflecting on the authority of the 
regulation. This was quickly corrected by the Congress again reviewing and 
reaffirming its previous position. 
It is likewise my recommendation that this Committee oppose any 
change in the income tax laws that would restrict the right of oil and gas 
producers to deduct intangible development costs as an item of expense in 
the year in which they are incurred. 
SELECTED EXCERP'.TS FROM 
STATEMENT BEFORE THE COMMITTEE ON WAYS AND MEANS 
HOUSE OF REPRESENTATIVES 
By 
ELLSWORTH C. ALVORD 
Chairman, Committee on Federal 
Finance Chamber of Commerce \of the 
United States 
February 28, 1950 
Depletion allowances under the present law are not a "loophole" 
in any sense of the term. Congress has several times decided as a 
matter of policy that adequate depletion allowances are essential to the 
existence and maintenance of dynamic natural resource industries in the 
United States. It has maintained this policy as regards percentage depletion 
over the years against the bitter hostility and unrelenting attacks of the 
Treas:ury Department. 
We believe that tlie continued existence of these industries in 
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progressive and dynamic form is essential to the domestic economy and 
vital to national security. In the present unsettled state of the world, we 
cannot afford to make ourselves dependent in any avoidable degree upon 
foreign sources of supply. It is essential that our tax system shall not 
be such as to destroy the incentives which are necessary for exploration 
and development of new reserves and sources of supply of various minerals 
important to our economy and security. It must not be for gotten that such 
exploration and development is costly and the hazard of loss is great. 
We believe that the Treasury's proposals with respect to depletion 
should be weighed on the scale of these broad policy considerations rather 
than on purely technical grounds. So regarded, we do not favor the adoption 
of the recommendations for a severe cut in the rates. On the contrary, we 
would think that the rates applicable to minerals and coal might well be in-
creased and consideration be given to liberalizing the limitations applicable 
to net income as well as the grant of percentage depletion to some products 
not now covered. 
A separate memorandum amplifying the foregoing views and sug-
gestions is submitted as an appendix to this statement. 
SELECTED EXCERPTS FROM 
STATEMENT BEFORE THE COMMITTEE ON WAYS AND MEANS 
HOUSE OF REPRESENTATIVES 
By 
ELLSWORTH C. ALVORD 
Chairman, Committee on Federal Finance Chamber of Commerce 
of the 
United States 
February 28, 1950 
The only way the oil and gas and m1n1ng industries can recover 
the capital investment necessary for the search and development of new 
deposits, including the research expenses for development of new methods, 
is through percentage depletion allowances on the few successful ventures. 
Contrary to the statements of the Treasury Department, it is seldo~ that 
depletion allowances ever return the full cost of this search for new depo-
sits. 
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The oil and gas industry i s allowed to deduct as current expense, 
in addition to pe r cen tage depletion , the ac t ual expense of developing and 
drilling dry holes . The Treasury Department calls this a double deduction, 
which is untrue since i t i s contrary t o the basic concept of " percentage" 
depletion. The mining industry is allowed no such deduction unless the 
property is actually abandoned or sold. Yet many times , long and expen-
sive search and prospecting will r esult in the d i scovery of a mineral 
deposit too low-grade to be mined and treat ed at present day prices and 
conditions , but whi ch may be profit able t o m i ne i n fut ure years . The desire 
to recove r a par t of t he discovery cos ts through tax deducti on could result 
in the abandonment of a m ineral deposit t hat in a few years may be useful 
to the national economy. Only a lar ge company can hold on to such a deposit 
in the hopes of future profits . 
The Chamber of Commerce of the United Stat es believes that the 
percentage allowance for oil and gas i s not too high cons i dering the risks 
involved; that the percent age allowance fo r metalli c minerals is too low 
and should be increased; that the pe r centage allowance for nonmetallic 
minerals is t oo low fo r certain minerals with a h i gh mining risk; adequate 
fo r certai n othe r s , and should be extended to others not now covered that 
involve the same r i sks as those now hav ing an allowance ; and that the 
percentage allowance for coal should be r a i sed. 
The declin e in mining activity and new de velopment wit hin the 
United States i s not because we are a " have not nation" in mineral re-
sources . It i s l argely because our federal t ax struct ure as applied to mining 
leaves little or not incentive to tak e the risks of sear chi ng for new deposits 
and developing new mine s. Furthe r tax incentives will , in the long . run, re-
sult in new tax revenue thr ough new m ining and met allurgi cal activity . The 
changes in percent age dep l e tio n a llowanc es now proposed by t he Treasury 
Department w i ll r esult in s tifl ing the dome s tic m i n ing and oil and gas in-
dustries , upon which so much of our security and economic well-being 
depend. 
STATEMENT OF CONGRESSMAN CARL ALBERT OF OKLAHOMA 
Befor e t he House' Ways and Means Committ ee 
Mar ch 3 , 19 50 
The final t est of any t ax policy , we believe, rest s on two points : 
Does it p r oduce sufficient r e v enu e and is the t ax burden such that it i s 
not self-defeating ? Dur in g the 25 y ear s of t he pre s ent t ax base , the 
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petroleum industry has borne taxes which produced last year for.;_ state and 
federal governments more than four billions oL dollars. Every phase of the 
petroleum industry is taxed by all branches of local, state, and federal 
excise taxes on most of its by-products; gross production taxes; severance 
taxes; and state and federal income taxes on land and royalty owners, 
drilling operators, wildcatters, producers and integrated companies. While 
these taxes are high, the industry has become accustomed to them and has 
managed to deliver an evet . increasing domestic supply of oil. . It managed, 
without substantial government help, to supply all the oil that our own armies 
and those of our fighting allies needed for World War II. It continued to find, 
without government help, new oil reserves and to meet every call made upon 
it, not only for fuel for ships, tanks and planes, but also for petroleum based 
chemicals that gave us much of the synthetic rubber necessary for main-
taining our war machine and peace time economy as well. 
The continued development of new oil reserves is an essential 
and vital part of our defense efforts and any move that retards or jeopardizes 
the program of oil exploration is dangerous to national defense. 
THERE IS NO "DOUBLE DEDUCTION" 
Prepared by Members of the Mid-Continent Oil & Gas Association's 
Special Depletion Committee 
March 4 , 19 50 
Treasury witnesses have charged that the percentage depletion 
deduction and the intangible drilling cost deduction give the oil and gas 
industry the benefit of a " double deduction". This subject should be 
clarified once and for all -- there is no double deduction. 
Actually, there are two separate and distinct deductions: 
( l) The percentage depletion deduction; and 
( 2) The deduction for intangible drilling and . 
development costs. 
These have two separate and distinct purposes. A brief comment 
will outline the nature and purpose of each. 
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The percentage depletion prov1s10n results in the tax-free recovery 
of the capital value of the oil and gas discovered by the operator . Having 
made a discovery of underground reserves, the operator has reduced to his 
possession an asset of tangible market value upon which he could realize 
readily by immediate sale . Regardless of whether he elects to operate the 
property or sell t he reserves of oil and gas in the ground, the fact remains 
that when any part of the discovery is produced the value of the property is 
reduced proportionately. In other words , production depletes the capital 
value of the property and the percentage depletion provision merely gives 
recognition to thi s fact. 
For more ' t han thirty years Congress has recognized in the income 
tax laws the right of the taxpayer to recover tax-free the capital value of 
his mineral depos its . Such recognition was originally accorded through the 
provision for depletion based upon " d i scovery value ". In order to simplify 
the administration of the tax laws , Congress in 192.6 substituted the percentage 
depletion deduction. The rate of 27 1/2 per cent of gross income adopted at 
that time was based on a study by the Treasury Department of the discovery 
value depletion s 'ustained during the five years 1920-1924. 
The deduction for intangible drilling and development costs simply 
results in the tax-free recovery of actual capital outlays by the operator 
and is directly analogous to deductions for depreciation of physical · plant 
and equipment . The deduction arises because oil and gas producers have 
the right, pursuant to a binding election , either to charge ~he intangible costs 
represented by wages , fuel , freight , etc ., incurred in d r illing oil and gas 
wells to capital account, or to deduct them as current expense. 
The Treasury ' s mention of " double deduction" is based solely 
on the fact that the write off i s called " depletion" i n the rare case in 
which a taxpayer elects to treat development costs as capital investment. 
This " double deduction " notion i s clearly incons i stent with the typical fact 
situation in the industry . The right to deduct intangible drilling costs as 
an expense of doing business was already established by regulation when 
the percentage depletion provision was enacted. Congress knew of this 
regulation and obvi ously intended that bot h deduct ions be allowed con-
currently and separately. In 1942 and aga in in 1945 Congress reiterated 
its approval of the int angible drilli ng cost regulation . 
Furthermore , i t is to be noted that although the Treasury makes 
this charge of double deduction i t nevertheless actually admits that both 
the deduction for percentage depletion and the int angible drilling and 
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development cost should be continued. Their proposal is simply to reduce 
the effective amount of percentage depletion in two ways: 
l. By reducing the percentage applicable to gross 
income from 27 1/2 percent to 15 percent, and 
2. By reducing the gross income by the amount of 
intangible drilling and development costs for the 
sole purpose of reducing the base to which the 
percentage rate is to be applied. 
Under the latter provision an increase in drilling would serve to decrease 
the percentage depletion deduction, which is exactly the opposite of what 
the two deductions were intended to accomplish, namely, to encourage and 
stimulate oil and gas exploration and development. 
STATEMENT OF J. L . DOUGAN OF SALT LAKE CITY, UTAH 
Before House Ways and Means Committee 
March 6, 1951 
I would like to make it clear that despite the difficulties we are 
experiencing in Utah, we are not discouraged and are confident that if 
money continues to be available for exploration work, a number of new 
commercial oil fields will be developed in Utah and other Rocky Mountain 
States. We are, however, apprehensive over what we are convinced would 
be the inevitable adverse effect of a reduction in the depletion allowance. 
Nature alone has made i t difficult for us in Utah where we are still in 
the pioneering stage of oil development. Oil companies now pay heavy 
taxes and undoubtedly will be called upon to pay even higher income 
taxes. Reduction of the depletion allowance when coupled with such in-
creased taxes could easily be the "straw" t hat would break the back of 
many a small company and block further development of critically needed 
new oil reserves. This is particularly true in my state together with the 
other states where we are not producing sufficient oil to even pay our 
exploration and development costs. In light of these conditions, it is 
obvious that we are dependent upon the incentive provided by the 27 1/2% 
depletion allowance to raise sufficient capital to continue our development 
work. It is likewise apparent that states like Utah, Nebraska, Florida, 
Georgia, Miss is sippi, Alabama, and other areas in which oil development 
is in the pioneering stage will be the first and most severely affected by 
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a reduction of the depletion allowance because the industry would be com-
pelled to direct its operations to the proven areas. If these new oil 
frontiers are to be developed, speculative capital must continue to be 
made available for these tremendously hazardous undertakings. 
We respectfully urge that you preserve for us the same opportu-
nity, encouragement and incentive that Congress for more than one-fourth 
of a century has considered fair, equitable and necessary in this important 
industry. 
STATEMENT OF R. M. WAGSTAFF 
Counsel, West Central Texas Oil and Gas Association 
Before the House Ways and Means Committee 
March 6, 1951 
The percentage depletion allowance has operated to encourage 
exploration and development thereby making available the abundant supplies 
of petroleum at low cost which are essential to meet our expanding needs 
and provide a margin for National Defense. Year after year our National 
reserves have been steadily increased, so that today we are able to supply 
current needs of our National Armed Services, and at the same time carry 
on our civilian efforts. It is the sincere belief of the officers and members 
of this Association that nothing could more effectively sabotage our war 
efforts than a change in the depletion allowance at the present time. The 
continuous drilling of new wells is essential for the maintenance of our 
reserves, and the drilling of these new wells is dependent upon the main-
tenance of this depletion allowance. 
We respectfully submit that there should be no change made in 
the percentage depletion allowance, and we ask that this Committee make 
no change in such allowance in preparing the pending tax bill. 
STATEMENT OF JAMES A. UPHAM, OHIO OIL & GAS ASSOCIATION 
Before the House Ways and Means Committee 
March 6, 1951 
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Our Ohio producing operations offer employment to more than 
10,000 people in 46 of our 88 counties. We have more than 30,000 pro-
ducing wells, and are drilling wells at the rate of 1500 per year. Many 
of our wells would be prematurely abandoned if the depletion allowance 
were reduced. Many experienced . employees would be lost to the industry 
by premature abandonment of wells . 
We Ohio operators urge you to maintain depletion allowances with-
out any reduction. 
STATEMENT OF S. A. SWENSRUD 
President, Gulf Oil Corporation 
Before House Ways and Means Committee 
March 6, 1951 
It is my considered opinion that a reduction in the depletion 
allowance now granted to oil and gas producers would have far reaching 
economic consequences of a singularly adverse nature, and would also 
fail to produce the tax revenues theoretically calculated. The continued 
growth of oil production capacity in the United States is too essential to 
the nation's welfare to warrant tampering with one of the principal main-
springs of action which long experience has demonstrated to be invaluable 
and in dis pens ible. 
STATEMENT OF KARL Z. WILKING 
Member of the Firm of R. E. Hupp and Associates 
Vice President of the Kentucky Oil and Gas Association and 
Member of the Executive Committee of the Independent 
Petroleum Association of America 
Before the House Ways and Means Committee 
March 6, 1 9 5 1 
The problem of operating leases with flush production, without 
the 27 1/2 per cent depletion, would be made extremely difficult where 
the decline curve is so pronounced as in our area. There is a concrete 
example of flush Kentucky production where 12 wells were averaging 1197 
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barrels gross daily on December 1 7; and which declined to 531 barrels 
by March 4th. 
Thus where wells that cost $24,000.00 a piece lose more than 
half of their production between December 17, 1950, and March 4, 1951, 
the loss of the 2 7 1/2 per cent depletion would be a serious one. This 
is an eloquent example of how quickly the flush wells in Kentucky decline 
to the stripper class. 
We respectfully urge your Committee to continue this tax prov1s1on, 
which has for 25 years enable marginal production in Kentucky to add a 
substantial portion to the Nation's oil requirements. 
STATEMENT OF W. R. WAYLAND 
Greater Arizona, Incorporated, Phoenix, Arizona 
Before the House Ways and Means Committee 
March 6, 1951 
In behalf of the State of Arizona, its business and industry, its 
citizens in all walks of life, its economic lifeblood, Greater Arizona, Inc., 
respectfully petitions your honorable committee not to accept the recommen-
dation of the United States Treasury Department with respect to reducing the 
depletion allowance which is now granted to the producers of oil and natural 
gas. It is this allowance that puts capital to work so far as the explora-
tion for oil is concerned. 
We believe that there is oil in Arizona's future, and we urge 
your committee not to interfere with its development through penalizing 
those who are now risking their capital searching for it . Its discovery 
means much to us and it will contribute proportionately to the economy 
and military security of the Nation. 
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STATEMENT BY HONORABLE ALLAN SHIVERS 
GOVERNOR OF TEXAS 
Before the House Ways and Means Committee 
March 6, 195 1 
The tax prov1s1ons relating to oil and gas production are sound 
and fair and by no means a subsidy, but even if by the wildest stretch 
of the imagination they could be considered a subsidy they would still 
constitute the most effective method for creating capacity at the lowest 
cost to the consumer. The present system is an incentive to the success-
ful discoverers and developers of o i l. It is those operators that we must 
encourage to stay in the business rather than to sell out and retire . We 
can only encourage them to stay in the business by maintaining the reason-
able tax provisions whi ch have applied to oil and gas production in the 
past. To change those tax provisions would cost the government and the 
consumers of petroleum products billions of dollars because of the higher 
prices that would re s ult from smaller supplies of oil . To maintain the 
present tax provisions means that we can continue to count on the fullest 
exploration and deve l opment of our potential resources for the future benefit 
of our standard of living and our national security. The choice is perfectly 
clear to me and I hope that I have helped to clarify it for your committee. 
STATEMENT OF ARTHUR C. SIMMONS 
Of Bradford, Pennsylvania 
Before the House Ways and Means Committee 
March 6 , 1951 
The present depletion allowance and regulations with respect to 
intangible development costs are so integrated in the financial structure 
of most indiv iduals and companies involved in secondary recovery that any 
change would automatically slow down and retard new development. 
There are thousands of communities in the United States, similar 
to the one in which I live , where the entire economy is geared to oil 
production. In such areas the well being of the community is founded on 
oil production. A large part of the p opulation is directly or indirectly em-
ployed in the producing industry . The banks and other financial institutions 
are vitally interested in the welfare of the industry. Any change in the 
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present incentives of the income tax law will have a serious effect on 
these communities. It will mean fewer wells being drilled, more wells 
being abandoned and a decrease in production. It will affect not only 
employment, and credit but also the municipal revenues of these communities. 
On behalf of the thousands of small operators, I respectfully re-
quest that you reject the proposals of the Treasury Department with ref-
erence to the oil industry and retain the present incentive provisions of our 
tax laws. 
STATEMENT OF H. B. FUQUA, CHAIRMAN OF THE BOARD 
Texas Pacific Coal and Oil Company, Fort Worth Texas 
Before the House Ways and Means Committee 
March 6, 1951 
The Treasury Department's proposal to reduce the percentage 
depletion from 27 l/2'1o to 15% would, if enacted, result in the Company 
paying approximately 23 cents per barrel more income tax for 1951 than 
it paid in 1949. This is an increase of more than 127%. 
If we were permitted only 15% depletion, the Company for 1951 
would pay approximately 18 cents per barrel more income tax than it 
would pay for 1951 under the 27 1/2% provision. This is an increase 
of more than 95% and represents more per barrel of oil than was ex-
pended during the entire year of 1950 for geological, geophysical and ex-
ploration work. Such an increase would absorb our entire budget for 
geological, geophysical and exploration work during 1951. 
Assuming that the Company maintained its reduced dividend rate 
during 1951, the reduction in percentage depletion from 27 1/2% to 15% 
would for that year reduce our working capital by some 25'1o . At this 
rate our working capital would be exhausted in four or five years and the 
Company would thereafter be in the process of liquidation since it would 
be unable to replace the oil it produced. This would not only involve a 
loss to our stockholders, · a reduction in the number of persons employed, 
but would ultimately result in a loss of tax revenue by the federal, state 
and local governments. 
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STATEMENT OF W. H. GElS 
Before the House .Ways and Means Committee 
March 6, 1951 
When your committee is considering the T r easury Department's 
recommendations to reduce the percentage depletion allowance, may I, 
as an independent oil producer and appearing here for the West Coast 
oil industry, respectfully petition for myself and for them that you do not 
accept the recommendation as a revenue-raising device. To accept that 
recommendation mp.y--and I prophesy that it would within the coming years--
so weaken the financial structure of the oil industry as to render impotent 
the independent branch. 
Oil is a most unique substance. Like life itself, it is irreplaceable. 
Whenever a single barrel of oil is produced and consumed, no quantity of 
money , irrespective of how great, can replace that barrel of oil. We may 
find another barrel, but we cannot replace the one that is gone. Conse-
quently, irrespective of the Government's need for more revenue, no 
quantity of cash in the Federal treasury can replace gasoline in our air-
planes, liquid fuel in our flame throwers, Diesel fuel in our tanks, or 
energy for the nation's machines. 
STATEMENT OF EARL C . HANKAMER 
INDEPENDENT OIL OPERATOR, HOUSTON, TEXAS 
Before the House Ways and Means Committee 
March 6, 1951 
Without the full 27 1/2% depletion , certainly we would not be 
justified, in fact, we could not afford to drill the wildcats and marginal 
wells which are necessary to establish these new potential reserves. 
A producer of oil must replace the reserves which he uses in 
order to stay in business . The only way he can afford to search, e x plore, 
and drill for new reserves is by the incentive made possible by percentage 
depletion allowance. At this very moment the government is giving accele-
rated allowance, in the form of depreciation, to other industries that are 
essential to the war effort, and at the same time asking the oil industry 
to increase its production; while the Treasury Department is asking the 
Congress to reduce the depletion allowance which has enabled the oil 
industry to find and develop new oil reserves . 
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It is a well-known fact that the oil industry is basic to a major 
part of the economy of our entire nation. The farmer today can cultivate 
easily ten times the amount of acreage he formerly cultivated, because 
of the tractor and other farm machinery oil-powered. The good roads 
are being built from oil taxes. We have the consolidated school district, 
which is a great forward step in education for our rural district, because 
of oil and good roads, and motor transportation. The petro-chemistry in-
dustry is probably the most rapidly growing industry that we have tod~y. 
The oil industry, with its hundreds of by-products, has contributed probably 
more than any other several industries to raising the standard of living 
of our American · people, as well as the peoples of the world. 
STATEMENT OF B. M. HEATH 
Independent Oil Producers and Land Owners Association 
Before the House Ways and Means Committee 
March 6, 1951 
It is the security of our country which demands additional tax 
revenue for defense. There is no commodity more important to the defense 
of our country today than crude oil. Reduction of depletion allowance attacks 
the country's security in two ways. First: It will result in a net loss in 
tax revenue; and Second: · It will deprive the country of crude oil which it 
needs so vitally today. 
The oil industry has succeeded in providing the people of America 
with a better product at a reduced price and oil contributes more to the 
American standard of living than any other commodity. 
The industry has been successful because of incentive. This in-
centive is made up of many things one- o:f which is the possibility of re-
maining or becoming solvent. 
If you reduce depletion allowance and destroy the incentive of 
the industry to continue its search for new production, you endanger the 
security of this Country. 
We plead with you to continue to encourage this industry. It is 
ail\ industry of service to our Country and as independents we are proud 
to be a part of it. Give us no favors and let us pay our fair share of the 
tax but do ncit destroy us through discrimination. 
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STATEMENT OF C. H. LYONS 
Before the House Ways and Means Committee 
March 6, 19 51 
Our country now needs another million barrels of oil per day 
for its national security. In my opinion, five billion barrels of oil in 
reserves must be found to provide and support this production. Surely, 
it is inconceiveable that anybody or any group would want to tamper with 
a system which has served its nation so adequately through two World 
Wars and which supplies over 50o/o of the energy in the country; particu-
larly when the tax revenue derived from the sale of this additional five 
billion barrels of oil would greatly outweigh the revenue received by a 
reduction in percentage depletion. 
STATEMENT OF MR. MASTON NIXON 
Of Corpus Christi, TelKas 
Before the House Ways and Means Committee 
March 6, 1951 
Over a period of twenty-five years the depletion provisions of 
the Federal income tax laws have provided the incentive to cause private 
capital to be furnished to explore and develop oil and gas reserves where 
today we have the greatest proven reserves in history. The industry has 
met the demands of two wars, and in this crisis is pushing forward with 
the greatest wildcatting and development program in history, trying to ful-
fill the military's request for an additional million barrels of capacity to 
produce, transport and refine. Statutory depletion at its present rate and 
option to expense intangible well costs have proved successful, providing 
tangible results. Surely this Committee does not want to disturb anything 
that is working so well for the consumer interest and national defense. 
STATEMENT OF R. B. ANDERSON 
Before the House Ways and Means Committee 
March 6, 1951 
Certainly we must have more money to finance our efforts but 
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let that money come from the normal channels of taxation in which we will 
willingly share and do our part, but let it not come by tampering with the 
provision that has secured this nation through two wars and which must 
secure it in the days to come. When we levy a tax, let it not be one that 
will stifle production but rather one that will curb inflation as well as pro-
vide revenue. 
If the oil industry is left to its own resources with the wise in-
centive that has made possible its development during the last 25 years, I 
have no hesitancy in assuring you that the petroleum reserves and capacity 
of this nation will be adequate and secure. 
It is far better to have and not need than to need and not have. 
In his hour of decision, we have confidence in the judgment of 
this committee. 
STATEMENT BY RUSSELL B. BROWN 
General Counsel of the Independent Petroleum Association 
Of America 
Before the House Ways and Means Committee 
March 6, 1951 
What has. happened during the 25 years that we have operated 
under the existing depletion law is this: Our proved reserves have moved 
steadily up, in spite of multiplying consumption .... Crude oil prices have 
held, year after year, below prices of other commodities .... And at the 
same time the industry's earnings have remained reasonable and it has 
paid its full share of taxes. 
In brief: "More oil .. lower price .•.. higher taxes .... 
lower profits." 
I respectfully suggest that we may well look at what is happen-
ing around the world today, and do what we can to keep on having men 
who are willing to sink money into the ground: that is the only way we 
can keep on having enough oil. 
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STATEMENT BY REUBEN E. SENTERFITT 
Speaker of the Texas House of Representatives 
Before the House Ways and Means Committee 
March 6, 1951 
Certainly with the ever increasing difficulty of finding and 
producing oil and the imperative necessity as never before for encouraging 
the discovery of new fields and sources of production, it would seem most 
impolitic to tamper with the tax structure which is the key to success or 
failure in this vital industry. 
STATEMENT BY HONORABLE BEN RAMSEY 
Lieutenant Governor of Texas 
Before the House Ways and Means Committee 
March 6, 1951 
Probably more money has been risked in the search for oil than 
has been taken out of the oil business. If present tried and tested methods 
are upset and the risks involved begin to outweigh the hope of return, in-
dividuals or corporations now relied on to search for oil will either cease 
their search or the government will have to subsidize them in. order to get 
them to continue. 
Surely one look across the border at our neighbor, Mexico, should 
be enough to make us see what lack of incentive can do to the oil business. 
Surely it takes no great power of imagination to realize that we in this 
country would be much less secure than we are now if Russia had offered 
the same encouragement to the oil man he has enjoyed in this country. 
It is sincerely hoped that your Committee will vote to maintain 
the existing percentage depletion allowance as essential to the maintenance 
of an adequate oil supply and reserve and thus to the general welfare of 
our nation. 
STATEMENT OF DONALD P. OAK OF TULSA, OKLAHOMA 
Before the House Ways and Means Committee 
March 6, 1951 
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There are large amounts of oil in place in our known reservoirs 
which cannot be produced by, primary means. Under known techniques and 
present economic conditions a considerable percentage of this oil can and 
will be recovered ~y complicated and costly secondary recovery methods 
providing there is sufficient profit motive . Many secondary recovery pro-
jects, which were based on the best available knowledge and which appeared 
favorable on paper, have failed. Much of our present production is from 
stripper wells and would be lost forever were it not for the prospects of 
possible secondary recovery developments which will add billions of barrels 
of oil to our recoverable reserves. Present tax incentives encourage all 
operators to continue to produce existing reserves and to conserve this 
important natural resource. 
Any tampering with the present income tax provision should be 
on the side of increasing rather than decreasing .incentives if we do not 
want to jeopardize present stripper production with its potential billions 
of barrels of additional oil reserves from secondary recovery operation. 
STATEMENT OF WESLEY E. DISNEY 
Counsel, Independent Natural Gas Association of America 
Before the House Ways and Means Committee 
March 6, 1951 
In January 1947, Senator O'Mahoney, who was Chairman of a 
special Senate committee investigating petroleum resources composed of 
eleven of the most painstaking members of the Senate from both political 
parties, submitted his report. For the sake of brevity, permit me to quote 
very briefly from that report: 
"To these ends (the sustaining of our domestic supply of petroleum 
and the making of human freedom, the cornerstone of our policy) we should: 
l. Enact those laws which are most conducive to stimulating 
additional exploration and development in the United States. 
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2. Enact · such legislation as may be necessary to encourage 
secondary recovery from oil fields which otherwise would 
not be productive. 
3. Encourage free competitive enterprise by tax reforms to 
provide incentives for the risk of private capital in new 
ventures .... 
CONTINUE THE PROVISIONS OF THE INCOME TAX LAW 
PERMITTING DEDUCTIONS FOR DEPLETION AND INTANGIBLE 
DRILLING COSTS ... , " (Emphasis supplied.) 
The report further explained that the existing deductions for de-
pletion and intangible drilling costs were allowed because oil (and gas) like 
other minerals, is a diminishing resource and because investments incident 
to exploration involved unique _ risks with danger of large financial loss. 
STATEMENT OF 0 . C. BAILEY, CHAIRMAN 
Arkansas Oil and Gas Commission, El Dorado, Arkansas 
Before the House Ways and Means Committee 
March 6, 1951 
In summary, we in Arkansas are greatly disturbed over the 
Treasury's recommendation because: 
· 1. Any reduction in depletion would be certain to discourage 
exploration for new reserves which is requiring increasingly 
risks in our state. 
2. Arkansas has tremendous possibilities for secondary recovery 
applications which will account for additional millions of barrels 
of oil if tax incentives so vital to such costly operations are 
left undisturbed. 
3. Oil is a major contributor to our payrolls, our economy, and 
our state government. All three would suffer seriously if 
the oil industry is subjected to unwise and unrealistic taxa-
tion. 
Statutory depletion has accomplished the purpose for which it was 
established by Congress. A proper regard for our National security and 
our economic welfare demands that it be continued at its present rate. 
We cannot afford reckless experimentation with statutes which have long 
proven essential to so vital an industry as petroleum. 
STATEMENT OF GLENN E. NIELSON, OF CODY, WYOMING 
Before the House Ways and Means Committee 
March 6, 1951 
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It is almost inconceivable to our Rocky Mountain pioneer operators 
that the matter should be before you again in the face of the grave emergency 
this year. Our topography is still sever, our remoteness has improved 
very little, our explorations are just as tough and our drilling is just as 
hard as last year. We haven't improved the small average size of our 
fields or our relatively small yields per acre. If you felt we needed the 
incentives of existing depletion allowances then, how can you justify any 
reduction in those incentives now? The enormous potential reserves of the 
Rocky Mountain country will not become available to meet the critical period 
ahead if you shock our economic structure by a reduction in these time-
proven incentives. 
Many of our operators finance their development programs by 
loans. Repayment schedules, which have anticipated existing depletion 
allowances, would be seriously jeopardized by any reduction in those 
allowances . While such situations would exist wherever oil is produced, 
we feel that they would be more serious in their overall effect in the 
Rocky Mountain country, where development expenditures are extraordinary 
and rates of return are extremely small. In fact, we Rocky Mountain opera-
tors have found the present depletion allowances inadequate in the face of 
our extra hazards and small margins of profit even under peace-time con-
ditions. Reductions in depletion would cripple our operations even if we 
faced no war emergencies. 
I urge you, as I did last year, that you continue the depletion 
allowances without change in the Revenue Act you are now preparing. 
STATEMENT OF LIEUTENANT GENERAL ERNEST 0. THOMPSON 
Texas Railroad Commission 
Before the House Ways and Means Committee 
March 6, 1951 
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Outside of water and bread there is no more important com-
modity than oil to our existence today in this forward looking nation. We 
cannot risk any possible shortage of oil. The retention of the depletion 
allowance will keep going the constant search for more oil by big and 
little operators all over our land. I hope they find it. 
Here we have one branch of our government talking about spending 
$300 million to make 30 thousand barrels per day of synthetic oil. Another 
branch of our government says we must have an added million barrel per 
day available oil production for our defense. Then still another branch of 
our government comes along here and asks your committee to cut the dis-
covery incentive by 45 per cent. This would reduce the oil industry's 
financial ability to explore for oil. It just doesn't make good sense. 
It is not too much to say that petroleum protects freedom. Our 
tanks, our ships, our plans and trucks all require petroleum in great 
quantities. If we are to remain free we must be strong. Our armed forces 
move on oil. One day without oil would paralyze our economy. Petroleum 
propels the machines of defense. Yes, petroleum protects freedom. 
STATEMENT OF S. A. SWENSRUD 
President, Guld Oil Corporation 
Before House Ways and Means Committee 
March 6, 1951 
It is my considered opinion that a reduction in the depletion 
allowance now granted to oil and gas producers would have far reaching 
economic consequences of a singularly adverse nature, and would also 
fail to produce the tax revenues theoretically calculated. The continued 
growth of oil production capacit y in the United States is too essential to 
the nation's welfare to warrant tampering with one of the principal main-
springs of action which long experience has demonstrated to be invaluable 
and indispensible. 
STATEMENT OF JAMES A. UPHAM 
Ohio Oil & Gas Association 
Before the House Ways and Means Committee 
March 6, 19 51 
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Our Ohio producing operations offer employment to more than 
10,000 people in 46 of our 88 counties. We have more than 30,000 pro-
ducing wells, and are drilling wells at the rate of 1500 per year. Many 
of our wells would be prematurely abandoned if the depletion allowance 
were reduced. Many experienced employees would be lost to the industry 
by premature abandonment of wells. 
We Ohio operators urge you to maintain depletion allowances 
without any reduction. 
STATEMENT OF KNIGHT THORNTON 
Before the House Ways and Means Committee 
March 6, 1951 
Crude oil is produced in three counties of Southwestern New York, 
allegany, Cattaragus and Steuben. In addition, natural gas is produced through-
out the Western part of the state. The whole of Central and We stern New 
York is an active prospect for exploration for both oil and gas. 
There are approximately 23,000 oil wells in the state with a 
daily average production of 12,000 barrels . One third of the assessed 
valuation of Allegany and Cattaraugus County real estate consists of oil 
and gas properties. There are two refineries in the area, one at Olean 
and one at Wellsville dependent on the production from these wells. 
A change in the economic climate affecting the operation of pro-
ducing oil properties will have a very harmful effect on the whole area. 
Walking the streets of Wellsville or Bolivar, one sees smiling faces when 
the oil industry is prosperous and gloom when anything threatens that 
prosperity. 
Most of the oil production in New York State comes from second-
ary operations; that is , the restoration of energy to the reservoir rocks 
by fluid injection, in our case by the injection of water unqer very high 
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pressure. This is a very costly operation and in spite of expanded re-
search continues to be considerably hazardous. This process attained 
its i~itial significant deyelopment in New York in 1928 two years after 
the adoption of the present provisions of the revenue code in regard to 
percentage depletion. 
On account of the continuing hazardous character of such secondary 
operations, the producers are dependent on the revenue from successful 
projects to use ~ undertaking additim1al operations. A very substantial 
part of this capital comes from depletion and a reduction in the allowance 
would be a severe blow to the financing of further secondary recovery 
operations. 
The New York fields are a part of the Pennsylvania Grade region 
and produce Pennsylvania oil. The total production of this high grade crude 
oil is slightly under l% of the national total, but the lubricants made from 
it amount to about l 0% of total lubricant production. In addition, these 
Pennsylvania lubricants cannot be duplicated from other raw materials. 
The Interstate Compact Commission estimates New York State reserves 
at 86,000,000 barrels of this high quality crude oil. This is oil that can 
be recovered with present methods and in the current economic climate. 
This reserve of essential lubricants lies only 300 miles from tide water. 
The production of the New York fields is dependent on secondary 
recovery which came into being at the same time as the depletion provisions 
and which cannot be successfully carried on if there are drastic changes in 
financial and taxation methods. Any change in the present percentage de-
pletion provisions, whether by way of a reduction in the percentage of gross 
income or by way of the proposed adjustment because of intangible drilling 
costs, can only result in premature abandonment of wells and discourage-
ment of future development or an increase in prices to the consumer. 
STATEMENT OF TOM F. GRISHAM 
Before the House Ways and Means Committee 
March 6, 1951 
What I have to say concerning my experience, applies with equal 
force to other independent oil producers known to me in the West Central 
Texas district. During the last twenty years, I have served as Director, 
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Vice-President and President, and at this time, I am a member of the 
Executive Board, of the West Central Texas Oil and Gas Association, 
which is comprised of twenty-six counties in this area. I know most of 
the independent operators in the district. The problems and experiences 
of these independent operators, several hundr-ed in number, are very 
similar to mine. Most of their wells are marginal wells. They, too, 
would have to plug many such wells, should Congress reduce the 
depletion allowable, which we now enjoy as a necessity, under the 
present set-up. 
What I have to say with reference to this area, and to the in-
dependent operators in West Central Texas, applies with equal force 
to independent operators throughout the United States. Therefore, you 
can readily see that considerable waste would result from the plugging 
of unprofitable wells throughout the -Nation, and a sizeable quantity of 
oil now being produced, would be lost to the Industry, should the de-
pletion allowable be reduced to any degree. 
We, therefore, earnestly request that no action be taken where-
by the present allowable will be reduced. 
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THREAT TO OIL EXPLORATION 
EXTENSION OF REMARKS 
Of 
HON. EDWARD MARTIN OF PENNSYLVANIA 
IN THE SENATE OF THE UNITED STATES 
January 4, 1950 
The Treasury Department has taken its periodic dig at the 
oil and gas industry over the question of depletion allowance, a tax 
adjustment permitted the industry for many years because of the risks 
involved and the intangible costs which enter into the continuing search 
for new reserves. 
This time the dig came in President Truman's tax message to 
Congress. He termed the depletion allowance, or special tax deduction 
allowed oil, gas, and mining interests, the most inequitable "loophole" 
in the tax laws and urged that something be done about it. He made no 
specific recommendations, however. 
There is nothing new in the President's stand on the matter of 
the depletion allowance. Over a period of years, the Treasury Department 
at regular intervals has attempted to whack the allowance but on each 
occasion Congress has stood firm and has refused to alter the tax-
adjustment provision. 
Briefly the provisions complained of by the President permit the 
owner of an oil or gas well to deduct from taxes 27 1/2 percent of the 
gross income of his property up to a limit of half the net income from 
that property, and to deduct from his income expenditures for intangible 
drilling costs. 
The President's recommendation is causing grave concern among 
ailment in this area, as well as in all other producing areas of the Nation. 
And rightly so. For it is generally recognized that elimination 6x any 
serious reduction in the present tax adj ustment allowed the industry will 
·-
constitute an alarming threat to further oil exploration. 
The oil industry is rated as the biggest gambling industry of 
them all. The continuing search for new reserves with its subsequent 
drilling of so many dry or unproductive holes makes it such. It was 
largely to provide the incentive and meet the risks involved in this 
extensive exploration work that oilmen\ were granted the benefit of the 
depletion allowance in filing income-tax returns. 
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Take the allowance away and there is grave danger that oil ex-
ploration will be seriously curtailed. Action such as that recommended 
by the President would mean an increase in income taxes for the industry 
and a cut into the working capital now employed to finance the search for 
new oil reserves. 
Oilmen are particularly fearful of the consequences of any such 
action on the small independent producers such as make up, to a large 
degree, the Pennsylvania oil industry. For they, undoubtedly, would be 
less able to pay the proposed higher income rates without injury than 
would the larger concerns. 
The importance of oil to the future of the Nation cannot be over-
looked. The continuing search for new reserves must go on. Congress 
should not take any action that will hamper future oil exploration. 
DEPLETION ALLOWANCES 
EXTENSION OF REMARKS 
of 
HON . PAT McCARRAN OF NEVADA 
IN THE SENATE OF THE UNITED STATES 
January 4, 1950 
It is Congre:.-s9:es unqualified opinion that excessive taxation is a prin-
cipal cause of the lack of interest in exploration for and development of 
new mineral reserves . Reduced tariffs and imports from depreciated-
currency nations and other conditions have their effect , but our present 
taxation is such that the individual and the corporation qualified to carry 
on have little opportunity to recover their investments and still less 
possibility to realize a profit . 
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The present percentage of gross income and the present 
limitation in reference to net income for mines should both be increased. 
Income should not be taxed without full allowance for losses of 
loss years. 
A carry-back for 2 years and a carry-forward of 5 years should 
be allowed. Depletion and other deductions and credits should be allowed 
as if the loss year and the income year were a single taxable period. 
The Council recommends that Federal tax laws be modified to 
include the changes outlined in this report as approved at its meeting of 
December 7, 1949. 
SPEECH OF 
HON. CHARLES W. VURSELL OF ILLINOIS 
IN THE HOUSE OF REPRESENTATIVES 
January 26, 1950 
This move to destroy the thousands of independent oil producers 
must be defeated in the interest of national defense because without the 
independent producers to discover new fields our oil reserves would 
dwindle, oil production would slump and in the event of another war the 
Nation would find itself short of oil and gas to supply the motive power for 
our Air Force, Fleet and the Army. 
Independent producers throughout my district tell me that if the 
proposed attempt to tamper with the depletion allowance is successful they 
will have no choice but to get out of the business . In selling they will be 
at the mercy of a few buyers consisting of the major oil companies and 
large financial corporations. Such a move which will produce less oil 
would not only throw a half million out of work but would cause the price 
of oil to increase to the consuming public. 
These are the exact conditions that will follow unless this Congress 
defeats the attempt of the tax authorities to grab this power. 
This depletion tax allowance has played a major part in extending 
the search and discovery of new oil and gas reserves throughout the United 
States. Because of this incentive we have been well supplied with oil 
products in time of peace, and we had an additional producing capacity 
which carried us successfully through the recent world war beginning 
with the critical hour when the Japs struck in December 1941. 
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The efforts to hamstring the oil producing business have been 
tried before. Congress has each time refused to let it happen. The weight 
of the evidence should again bury those who would sacrifice this industry 
so that their insatiable appetite for new tax can be gratified. 
The process of finding new fields is expensive and hazardous. A 
majority of the wells drilled at great expense are dry with a terrific loss 
to the producers . This depletion tax is fair and just. It is the same type 
of a depreciation tax provided for the aging of buildings or the wear and 
tear on machinery . When an oil well is discovered it may produce well, 
but within a few years the oil in the ground supporting this well is 
pumped out. The well becomes worthless-that is the reason the Congress 
has wisely provided for the 27 l/2 percent income tax depletion on oil 
well production. 
THE OIL INDUSTRY 
As Taken From CONGRESSIONAL RECORD 
Issue of January 30, 1950 
The depletion provision in the law has existed in one form or 
another since there was a tax on incomes. Successive Congresses, with-
out regard to party majority ·control, have re\viewed the depletion allow-
ance and have found it sound in principle and in amount. It has been 
agreed that the effect of the provision was to aid in the discovery and 
development of oil and gas. Without it the producer would find it neces-
sary to sell his capital assets and wind up his business. Wells would 
be abandoned by the thousands in a short time if the administration's 
proposal should be accepted. The great and nationally important 
secondary recovery programs of the producers would be ended . Hun-
dreds of millions of barrels of oil have been recovered under such 
programs that otherwise would be lost forever . 
It would result in not alone a loss of · oil to the Nation, but a 
loss in income taxes and would throw thousands out of work who are 
dependent upon stripper fields for their livelihood. 
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It would appear that the administration is trying to write off 
the stripper oil fields of the Nation as an economic casualty at a time 
when the small operator is struggling to exist. It seems the harder the 
people in the oil-producing business work, the more they risk, the more 
hazards they take to produce oil to meet the needs and demands of the 
Nation, the harder some Government bureaucrat works to think up a plan 
to stymie his efforts. To follow the recommendations of the Administration 
would put a road block in the way of the stripper producer which would 
eventually put all stripper fields out of business. There should be no change 
in this law. We must protect these oil producers. 
EXTENSION OF REMARKS 
Of 
HON . A. S. MIKE MONRONEY OF OKLAHOMA 
February 15, 1950 
The claim that oil enjoys special or unusual tax advantages is 
completely fallacious. Compared with the risk taken--four dry holes to 
every five wells drilled-the advantages are far smaller than that accorded 
stock-market gains where only a 25 percent capital gains tax is paid on 
securities held for 6 months. 
This committee and Congress passed the stock-market law to get 
more revenue on the theory that a more rapid turn-over of stocks would 
result in more revenue. By the same token of more business and more 
taxes, greater revenue results from oil. 
It is fallacious to compare depletion with depreciation. Tens of 
thousands of business buildings today, almost fully depreciated over the 
years, are bringing in from l 0 to 100 t imes more revenue because of 
their advantageous location on Main Street than they did when built in 
1905 or 1910. 
Yet everyone knows that an oil well, after its first few years of 
production is almost a dead duck. It will never again produce as much oil 
as it did the first year and is on a rapid and steady downgrade from that 
time on. 
Much has been made of the charge-offs for development costs by 
the Treasury experts. Yet in the same breath, they admit frankly that 
four out of every five wells drilled are dry and nonproductive. Some way, 
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somehow, the inference is left that the oil industry is avoiding taxes be-
cause of these exploration losses and that there is some special advantage 
in drilling dry holes. 
Holes in the ground have little value--you can't pull them up and 
sell them for post holes--yet from the Treasury testimony you would think 
these losses had some special value. Almost any building, railroad, factory, 
utility, or machinery has some value once the develop~ent is complete. 
Dry holes have none. 
That one out of five is a producer furnished income, which after 
depletion is taxable at our present high rates during its few years of flush 
production. After that it is a stripper well and the capital wealth from its 
discovery has been fully dissipated. 
I think it would be foolhardy to sabotage a system that has given us 
an abundance of essenti~i.l oil under free competitive enterpris·e in two worl.d 
wars. Oil is an absolute essential in today's mechanized warfare, and with-
out an expanding and abundant domestic supply our entire defense effort 
would collapse. 
The major targets of bombing both in Germany and in Japan were 
their oil and when they had been knocked out, their war machines on land, 
sea, and in the air were unable to move. 
While the Treasury has supplied your committee with ample tables 
on alleged excessive depletion and development costs, they have failed to 
furnish you with the amount that the industry does pay. The corporate tax 
total came to $512,000,000 in 1947. Add to this the hundreds of millions 
(the total amount not available from the Treasury) from individual stock-
holders of these corporations. Add also the tens of millions from individual 
oil operators, the farmers who own the oil lands, the oil-machinery men and 
you have a staggering amount of Federal revenue produced by this industry. 
The total taxes paid other than Federal will run between two and 
a half billion and three billion dollars. I sincerely hope that this committee, 
in the light of all the dangers for such a drastic change will not single out 
this already heavily taxed industry to make it the goat in the removal of 
small excise taxes from other items. 
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EXTENSION OF REMARKS 
Of 
HON. FRANK W. BOYKIN OF ALABAMA 
IN THE HOUSE OF REPRESENTATIVES 
February 28, 1950 
Let me say that the percentage-depletion allowance that this Con-
gress in its wisdom extended to oil and gas production does not now nor 
has it ever applied' to the refining, transportation and distribution of 
petroleum. These the Congress classified as being phases of business 
similar to, if not identical, to other American business enterprise in which 
the normal allowances for depletion is adequate to protect against the taxa..: 
tion of the capital invested as it is returned in the course of operations . 
There is neither anything unjust, nor is there special treatment 
accorded to the American petroleum industry of the oil industry in general. 
They neither ask nor do they receive such special treatment. It was to the 
benefit of the Nation's economy that the Congress, a quarter of a century 
ago, enacted the legislation with respect to the rates of depletion on oil 
and gas development. That they were wise in doing it is made evident in 
every automobile that is traveling the highways of the United States today. 
It is evident in every oil burner installed to heat our homes, in every 
vehicle that we use in national defense whether it flies in the air, drives 
on land or floats or sinks into the ocean. 
The winning of World War I and World War II has proven the 
wisdom of that Sixty-ninth Congress and the coming generations will bless 
us for continuing to make use of the experiences in the past and retaining 
the present rate of depletion. 
EXCISE TAX REPEAL AND OIL DEPLETION ALLOWANCE 
EXTENSION OF REMARKS 
Of 
HON. OREN HARRIS OF ARKANSAS 
IN THE HOUSE OF REPRESENTATIVES 
March 2, 19 50 
You talk about revenues to the Treasury. Without a sufficient 
and adequate supply of oil, you will be called upon to appropriate millions 
and millions of dollars for synthetic fuel plants. For the last two Con-
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gresses, legislation has been presented here for the Government to 
provide $350,000,000 in a commercial synthetic-fuel-development program. 
Yes, looking at the over -all situation from a national point of 
view, I am equally disturbed as to the probable results of this tax proposal. 
I recall the war period when the Office of Price Administration froze the 
price of oil at a depressed level. This denied the oil producers the nec-
essary funds and incentive just as the proposed increase in tax would do. 
All of us remember the effect of this price freeze . The reserve capacity 
was used up in fueling World War II, and because of the restrictions on 
money and materials, oil-development activities failed to keep pace with 
~and. By the winter of 194 7-48 our oil supplies were close to the danger 
point and consumers in our eastern seaboard States were faced with tempo-
rary but serious shortages. That situation has been overcome but it seems 
to me that it provides a lesson that the Congress should not forget. The 
Government has already experimented in discouraging industry through 
price controls that limit or remove the profit incentives . The Treasury 
Department is now proposing the same policy through increased taxes. 
The Nation cannot afford another threat of shortages of oil which would 
inevitably result. 
LOBBY INDEX 
AN INDEX OF ORGANIZATIONS AND INDIVIDUALS REGISTERING AND/OR FILING QUARTERLY 
FINANCIAL REPORTS UNDER THE FEDERAL LOBBYING ACT FOR OIL COMPANIES 
1949 
The index is in two parts: I. An alphabetical list of all organizations which have filed reports 
as such or which have agents who have filed reports; II. An alphabetical list of all individuals 
who have registered under the Federal Lobbying Act and/ or have filed quarterly financial reports 
under the Act. 
Name of organization and address 
American Petroleum Institute 
New York, New York 
Empire Petroleum Co. , 
Denver, Colorado 
·Empire State Petroleum Asso., Inc. 
Humble Oil & Refining Co. , 
Houston, Texas 
Independent Petroleum Association of 
America, Washington, D. C. 
Kansas Independent Oil and Gas 
Association, Wichita, Kans. 
Melben Oil Co., Pittsburgh, Pa. 
Mid-Continent Oil and Gas 
Association, Tulsa, Okla. 
Minerva Oil Co., St. Louis, Mo., 
I. ORGANIZATIONS 
Quarters for which reports 
were filed by the 
organization 
1947-1st, 2d, 3d, 4th 
1948-rst, 2d, 3d, 4th 
1949- 1St, 2d, 3d, 4th 
Name of registered agents and date of 
agent's registration 
Boyd, William R., Jr., Apr. 5. 1948 
Dwyer, Joseph L., Feb. 27, 1947 
Kane, John E., Apr. 22, 1947 
Markham, Baird H., Apr. 5, 1948 
Max Barash 
Harry B. Hiltz, Jan. 4, 1949 
Gray, David G., Apr. 16, 1948 
Brown, Russell, B. , Feb. 13, 1947 
Oct. 18, 1948; 
Jones, L. Dan, Apr. II, 1947 
Oct. 19, I 948 
Hill, Thurman, Aug. 5, 1949 
Kittrell, W. H., May 9, 1949 
Kennedy, Harold L., Feb. 26, "1947 
Apr. 8, 1948; 
Woodward, Guy H. Jan. II, 1949 
Wesley E. Disney, Mar. 7, 1947 
Name of organization and address 
Ohio Oil Co. , Findlay, Ohio 
Oil Workers International Union, CIO 
Denver, Colo. 
Phillips Petroleum Co. , 
Bartlesvil~e, Okla. 
Rock Island Refining Corp., 
Indiana polis, Ind. 
Royalty Owners Association, 
Austin , Texas 
Shore Line Oil & Craw Co., 
Las Vegas, Nev. 
Signal Oil & Gas Co., 
Los Angeles, Calif. 
Socony-Vacuum Oil Co., Inc., 
New York, N. Y. 
Standard Oil Co. (N.J.) 
Marine Department 
Standard Oil Co. (Indiana) 
Chicago, Illinois 
Texas Independent Producers and 
Royalty Owners Association, 
Washington 5. D. C. 
Union Producing Co. , 
Shreveport, La. 
West Virginia Oil & Natural Gas 
Association, Fairmont, W. Va. 
Western Oil & Gas Association 
Los Angeles, Calif., Apr. 8, 1949 
Wilcox Oil Company 
Tulsa, Okla. 
LOBBY INDEX 1946 - 1949 l. ORGANIZATIONS (cont.) 
Quarters for which reports 
were filed by the 
organization 
Name of registered agents and date of 
agent's registration 
Kennedy, Harold L., Oct. II, 1949 
Hanscom, William A., Oct. 9, 1946 
Neil Tolman, Apr. 9, 1949 
Max Barash 
Pittman & Roberts, July 8, 1949 
Wheeler, Burton K., June 2, 1948 
Wheeler, Edward K., June 2, 1948 
Woodward, AlbertY. Feb. 13, 1948 
Hinman, Ray C. , Feb. 7, 1947 
Ydnkers, Andrew J. Feb. 7, 1947 
Robt. E. Kline, Jr., June I, 1948 
Marvin J. Coles, May 31, 1949 
Bradford, Ira P., Jan. 8, 1949 
Lewis, John R., Feb. 9, 1949 
Pittman & Roberts, July 8, 1949 
Lewis,C. Huffman, July 7, 1949 
McMahon, W. E., Apr. 17, 1947 
Disney, Wesley E., Apr. 8, 1949 
Disney, Wesley, · Apr. 6, 1948 
Name and Address 
Boyd, William R., Jr., 
50 West 50th St., New York, N.Y. 
Brown, Russell B. 
II ro Ring Bldg., Washington, D. C. 
Cox, Langford, Stoddard & Cutler, 
I 2 IO I 8th St. N. W. , Washington, 
Deeds, John F., 430 Washington 
Bldg., Washington 5, D. c. 
Dickinson, A. W. 309 Munsey 
Bldg., Washington 4, D. C. 
Dryden, Mildred L., I700 I St., 
N. W., Washington, D. C. 
Dyer, Gus W. , II03 Stahlman Bldg. , 
Nashville, Tenn. 
Ellison, Newell W., 70I Union 
Trust Bldg., Washington 5. D. C. 
Ferguson, John A., I700 I St., N. W. 
Washington , D. C. 
LOBBY INDEX 
Employer 
American Petroleum Institute 
Independent Petroleum Associa-
tion of America 
California-Texas Oil Co., Ltd. 
Rocky Mountain Oil and Gas 
Association 
American Mining Congress 
Western Oil and Gas 
Association 
Wilcox Oil Co. 
Independent Natural Gas 
Association of America 
Southern States Industrial 
Council 
Arabian-American Oil Co. 
Independent Natural Gas 
Association of America 
INDIVIDUALS I946 - I949 
Date of 
registration 
of agent 
Apr. 5, 1948 
Feb. 13, I947 
Apr. I2, I949 
Aug. 16, I949 
Jan. 3, 1947 
Apr. 8, I949 
Apr. 6, I948 
Mar. 5. I947 
Jan. 23, I947 
Dec. 3 I, I946 
Dec. 26, I946 
Quarters of which 
reports have been 
filed 
I947·Ist, 2d, 3d, 4th; 
I948· 1St, 2d, 3d, 4th; 
I949-ISt, 2d, 3d, 4th. 
I947 ,-rst, 2d.; 3d, 4th; 
1948- Ist, 2d, 3d, 4th; 
I949-ISt, 2d, 3d, 4th; 
I 949- Ist, 2d, 3d, 4th. 
I947-ISt, 2d, 3d, 4th; 
I948-Ist, 2d; 
1949- Ist, zd. 
I948- Ist, uL 3d; 
I949- Ist, 2d, 3d. 
I948- 2d. 
I947- Ist, 2d, 3d, 4th; 
I947- Ist, 2d, 3d, 4th. 
I946-
1947-ISt, 2d, 3d, 4th; 
1948-Ist zd, 4th. 
1947- Ist, 2d , 3d, 4th; 
1948- Ist, 2d, 3d, 4th; 
1949·1st, 2d, 3d, 4th. 
Has em-
ployer 
registered 
No 
No 
No 
No 
No 
No 
No 
Yes 
No 
No 
Yes 
Has employer 
filed quarterly 
reports 
Yes 
No 
No 
No 
No 
No 
No 
Yes 
Yes 
No 
Yes 
Name and Address 
Gilbert, C. C. , I I 03 Stahlman 
Bldg, , Nashville, Tenn. 
Goodman, Leo, I I29 Vermont Ave., 
N. W. , Washington, D. C. 
Gray, David G., P. 0, Box 2I8o 
Houston, Texas 
Hansen, William A. , I700 I St., 
Washlngton, D. C. 
Hill , Thurman, I025 Connecticut 
Ave. , N. W., Washington, D. C. 
Hilts, Harry B., I22 East 42d St. , 
New York I7 , New York 
Hinman, Ray C. , 26 Broadway , 
New York 24, New York 
Holloway, Hubert, I025 Conn. Ave. , 
N. W. , Washington, D. C. 
Jones, L. Dan, I I IO Ring Bldg. , 
Washington , D. C. 
LOBBY INDE X 
Employer 
Southern States Industrial 
Council 
Congress of Industrial 
Organizations 
Humble Oil and 
Refining Company 
Oil Workers International 
Union, CIO 
Kansas Independent Oil and 
Gas Association 
II. 
Atlantic Coast Oil Conference, 
Inc. 
Socony Vacuum Oil Co. , Inc. 
Arabian-American Oil Co, 
Institute of Public Relations 
Independent Petroleum 
Association of America 
Mid- Continent Oil & Gas 
Association 
IN.UALS (Cont . ) I946 - I949 
Date of 
registration 
of agent 
Jan. 23 , I947 
Feb, 27, I948 
July 3 I, I948 
Apr. I6, I948 
Oct, 9, I946 
Aug. 5, I949 
Jan. 4 , I949 
Feb, 7, I947 
Dec. 3I , I946 
Apr. I 0, I947 
Apr . I I, I947 
Oct. I9 , I948 
Feb , 26 , I947 
Apr, 8, I948 
Quarters of which 
reports have been 
filed 
I947-ISt, 2d, 3d, 4th; 
I948- Ist, 2d, 3d, 4th; 
1949-1St, 2d, 3d, 4th. 
I948-Ist, 2d, 3d, 4th; 
I949- Ist, 2d, 3d, 4th. 
I948- 2d, 3d. 4th; 
I949-ISt, 2d, 3d, 4th, 
I946- 3d, 4th; 
I947-ISt, 2d , 3d, 4th; 
I948-rst, 2d, 3d, 4th; 
I949-1st, 2d, 3d, 4th, 
I949- 3d, 4th. 
I949- 4th, 
I947- Ist , 2d, 3d, 4th; 
I948- Ist, 2d, 3d, 4th; 
I949-ISt, 2d, 3d, 4th. 
I946-
I947•Ist. 
4th; 
I947- 2d, 3d, 4th; 
I948-Ist, 2d, 3d, 4th; 
I949-ISt , 2d, 3d, 4th , 
I947-1st, 2d, 3d, 4th; 
I948- Ist, 2d , 3d, 4th; 
I949-ISt , 2d , 3d. 
Has em-
ployer 
registered 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
Has employer 
filed quarterly 
reports 
Yes 
Yes 
No 
No 
No 
No 
No 
No 
Yes 
No 
No 
Name and Address 
Kittrell, W, H. , Empire Bank Bldg. , 
Dallas, Texas 
Lewis, John R., Shoreham Bldg., 
Washington, D. C. 
Linton, Donald H., 250 Stuart St. , 
Boston, Mass. 
McMahon, W. E., the Mayflower, 
Washington, D. C. 
Mattei, A. C. , 215 Market St., 
San Francisco, Calif. 
Nyce, Peter Q., 1266 National 
Press Building, Washington, D. C. 
Peck, Rankin P., 205 East Adams 
Ave. , Detroit, Mich. 
Pittman & Roberts, 815 15th St. N. W. 
Washington, D. c. 
Rule , Gordon W., Union Trust Bldg. 
Washington , D. C. 
Steffan, Arthur A., 1346 Conn. Ave., 
N. W., Washington 6, D. C. 
Woodward, Albert Y. 81 1 W. 7th St. 
Los Angeles, California 
LOBBY INDEX II. INDI'-ALS (Cont.) 1946 - 1949 
Employer 
Mid-Continent Oil & Gas 
Association 
Mel ben Oil Co. 
Standard Oil Company 
(Indiana) 
Eastern Gas and Fuel 
Association 
West Virginia Oil and 
Natural Gas Association 
Honolulu Oil Corp. 
Oil, gas, land title rights, etc. 
(self) 
National Congress of Petroleum 
Retailers, Inc. 
Texas Independent Producers & 
Royalty Owners Association 
Arabian-American Oil Co. 
Petrol Corp. 
Signal Oil & Gas Co. 
Date of 
registration 
of agent 
Feb. 25, 1947 
Apr. 8, 1948 
May 9, 1949 
Feb. 9, 1949 
Jan, 23, 1947 
Apr. 17, 1947 
May 27, 1949 
May 3, 1947 
July 7, 1949 
July 8, 1949 
Jan. 31 • 1947 
May 14, 1947 
Feb. 13, 1948 
Quarters of which 
reports have been 
filed 
1947- Ist, 2d, 3d, 4th; 
1948- IJt; 2d, 3d, 4th; 
1949- Ist, 2d, 3d. 
1949- 2d, 3d, 4th. 
1949-1st, 2d, 3d, 4th. 
1947-Ist, 2d, 3d, 4th; 
1948-Ist, 2d, 3d; 
1947- 2d, 3!1. 
1947 - 2d, 4th; 
1948- Ist, 4th; 
I 949- 1St, 2d, 3d, 4th. 
1949- 3d, 4th. 
1947-ISt, 
1947- 2d, 3d, 4th; 
1948-Ist, 2d. 
1948-Ist, 2d , 3d, 4th; 
1949-1St, 2d, 4th. 
Has em-
ployer 
registered 
No 
No 
No 
No 
No 
No 
Yes 
No 
No 
No 
No 
No 
Has employer 
filed quarterly 
reports 
No 
Yes 
No 
Yes 
No 
No 
No 
No 
No 
No 
No 
No 
LOBBY INDEX II. INDI-ALS (Cont.) 1946 - 1949 
' 
Name and Address Employer Date· of Quarters of which Has em- Has employer 
registration reports have been ployer filed quarterly 
of agent filed registered reports 
Woodward, Guy H., 6os Mid-Continent Oil Jan. I I, 1949 1949-Ist, 2d, 3d, 4h. No No 
Commonwealth Bldg., Washington, and Gas Association 
D.c. 
Yon.kers, Andrew J. , 26 Broadway, Socony-Vacuum Oil Co., Inc. Feb. 7, 1947 1947-Ist, 2d, 3d, 4th; No No 
New York 4, New York 1948- rst, 2d, 3d, 4th; 
1949-Ist, 2d. 
LOBBY INDEX 
AN INDEX OF ORGANIZATIONS AND INDIVIDUALS REGISTERING AND/OR FILING QUARTERLY 
FINANCIAL REPORTS UNDER THE FEDERAL LOBBYING ACT FOR OIL COMPANIES 
The index is in two parts: I. An alphabetical list of all organizations which have filed reports 
as such or which have agents who have filed reports; II. An alphabetical list of all individuals 
who have registered under the Federal Lobbying Act and/or have filed quarterly financial reports 
under the Act, 
Name of organization and address 
ican Petroleum Institute, 
New York 20, New York 
Association of Petroleum Re-Refiners, 
2201 North Oak St., Arlington, Va. 
Atlantic Refining Co., The, 260 South 
Broad St., Philadelphia, Pa. 
California Texas Oil Co. Ltd. 
551 5th Ave, , New York, N. Y. 
District of Columbia Petroleum Industries 
Committee, 1625 K St. N. W. Washington, 
Empire State Petroleum Association 
122 East 42d St., New York 17, N.Y. 
Oil & Refining Co. , 
, Texas 
Independent Petroleum Association of 
America, 500 Investment Bldg., 
Washington, D. C. 
I. ORGANIZATIONS 
Quarters for which reports 
were filed by the 
organization 
1950-Ist, 2d, 3d 
1950-1st, 2d 
1950- 2d, 3d, 
1950-rst, 2d, 3d 
Name of registered agents and date of 
agent's registration 
Dwyer, Joseph L., Feb. 27. 1947; 
Kane, John E. Apr. 22, 1947; 
Markham, Baird H., Apr. 5. 1948; 
O'Hara, Donald (through Fayette B. 
Dow(, Jan. 7, I950; 
Dow, Fayette B., Jan. 7, 1950 
May I, 1950 
Porter, Frank M., May 18, I950. 
Friedman, Seymour, Feb. I 8, 1950; 
Hicks, Heber C., Mar. 2, 1950. 
Walter, J. H. May 5, 1950. 
Cox, Langford, Stoddard & Cutler, 
Apr. 12, I949· 
Kane, John E. 
· Hilts, Harry B., Jan. 4, I949· 
Gray, David G., Apr. 16, I948 
Brown, Russell B., Feb. I3, 1947, 
Oct. 19, 1948; 
Janes, L. Dan, Apr. I I, 1947, 
Oct. 19, 1948. 
LOBBY INDEX I950 I. ORGANIZATIONS (Cont.) 
Name of organization and address 
Kansas Independent Oil and Gas 
Asso., 5I3 Beacon Bldg., Wichita, Kan. 
~ 
Melben Oil Co., 223 4th Ave., 
Pittsburgh, Pa. 
Mid-Continent Oil & Gas Association, 
308 Tulsa Bldg., Tulsa, Okla. 
National Congress of Petroleum Retailers, 
Inc., 205 E. Adams Ave. , Detroit, Mich. 
Oil Workers International Union, CIO, 
I84o California St., Denve, Colo. 
Shore Line Oil Co .• , Las Vegas, Nevada 
Signal Oil & Gas Co., 8I I West 7th St., 
Los Angeles, California 
Socony-Vacuum Oil Co., Inc. , 
26 Broadway, New York, N. Y. 
Standard Oil Co . (Indiana), 9IO South 
Michigan Ave., Chicago, Ill. 
Texas Independent Producers and Royalty 
Owners Association, Austin, Texas 
Western Oil & Gas Association, 5IO 
West 6th St ., Los Angeles, Calif. 
Quarters for which reports 
were filed by the 
organization 
Name of registered agents and date of 
agent's registration 
Hill, Thurman, Aug. 5, I949. 
July 8, I950. 
Ki ttrell, W. H., May 9, I949· 
Wild, Oaude C., Jr., Jan. IO, I950; 
Woodward, Guy H. , Jan. I I, I949· 
Peck, Rankin P., July 7, I949· 
Hanscom, Willi am A .• , Oct. 9, I946. 
Wheeler, Edward K., June 2, I948, 
July 27, I950 . 
Woodward, Albert Young , Feb. I3, I948 
Oary, William W., July 28, I950 
Hammer, Joseph J., June 6, I950; 
Hinman, Ray c., Feb . 7, I947; 
Coles, Marvin J. (through Ingoldsby , 
Coles & Wright), May 3I, I949· 
Bradford, Ira P., Jan. 8 , I949; 
Lewis, John R., Feb. 9, I949· 
Pittman & Roberts, July 8, I949· 
Disney, Wesley E., Apr. 8, I949; 
Morgan, Gerald D. and Calhoun, 
Leonard J., May I6, I950. 
Name and Address 
Brown, Russell B. , I I 10 Ring Bldg. 
Washington, D. C. 
Clary, William W. , 433 South 
Spring St. , Los Angeles, Calif. 
Cox, Langford, Stoddard & Cutler, 
1210 r8th St. NW., Washington, D. C. 
Dickinson, A. W., 309 Munsey Bldg., 
Washington, D. C. 
Deeds, John F. , 430 Washington Bldg,, 
Washington 5. D. C. 
Dwyer., Joseph, 1625 K St,, N. W. 
Washington, D. C. 
Ellis, Otis H., 402 Commonwealth 
Bldg., Washington, D. C. 
Ferguson, John A., 918 r6th St., NW 
Washington, D. C. 
Gilbert, C. C. II03 Stahlman Bldg., 
Nashville, Tenn. 
Goodman, Leo, II29 Vermont Ave. NW. 
Washington, D. C. 
Gray, David G., P. 0. Box 218o 
Houston, Texas 
LOBBY INDEX 
Employer 
Independent Petroleum Associa-
tion of America 
Signal Oil and Gas Co.; Long 
Beach Development Co.; South-
West Exploration Co. 
California-Texas Oil Co., Ltd. 
American Mining Congress 
Rocky Mountain Oil and Gas 
Association 
Western Oil and Gas Association 
American Petroleum Institute 
American Petroleum Institute 
Natl. Oil Jobbers Council 
Independent Natural Gas Associa-
tion of America 
Southern States Industrial Council 
Congress of Industrial Or -
ganizations 
Humble Oil & Refining Co. 
INDIVIDUALS 1950 
Date of 
registration 
of agent 
Feb, 13, 1947 
July 28, 1950 
Apr. I2, 1949 
Jan 3. 1947 
Aug. r6, 1949 
Apr. 8, 1949 
May I, 1950 
July 8, 1950 
Feb. 27, 1947 
Aug. 21, 1950 
Dec. 26, 1946 
Jan. 23, 1947 
Feb. 27, 1948 
July 3 I, 1948 
Apr. r6, 1948 
Quarters of which 
reports have been 
filed 
1St, 2d, 3d 
ISt 2d, 3d 
rst, 2d 
rst 
rst, 2d, 3d 
3d 
rst, 2d, 3d 
3d 
rst, 2d, 3d 
rst, 3d, 3d 
rst, 2d, 3d 
rst, 2d, 3d 
Has em-
ployer 
registered 
No 
No 
No 
No 
No 
No 
No 
No 
No 
Yes 
No 
• 
No 
No 
Has employer 
filed quarterly 
reports 
No 
No 
No 
No 
No 
No 
Yes 
Yes 
No 
Yes 
Yes 
Yes 
No 
Name and Address 
Hammer, Joseph J., 26 Broadway 
New York 4. N. Y. 
Hanscome, William A., 1700 I St. 
Room 406, Washington, D. C. 
Hill, Thurman, 1025 Connecticut Ave. 
N. W., Washington, D. C. 
Hilts, Harry B., 122 East 42d St., 
New York 17, New York 
Jones, L. Dan, I IIO Ring Bldg. 
Washington, D. C. 
Kane, John E., 1625 K St., 
Washington, D. C. 
Kennedy, Harold L., 203 Common'-
wealth Bldg., Washington, D. C. 
Kittrell, W. H., Empire Bank Bldg., 
Dallas, Texas 
Lewis, John R., Shoreham Bldg. 
Washington, D. C. 
Markham, Baird H., 50 West 50th 
St., New York, New York 
LOBBY INDEX II. 
Employer 
Socony-Vacuum Oil Co., Inc. 
Oil Workers International Union 
CIO 
Kansas Independent Oil and Gas 
Association 
Atlantic Coast Oil Conference, Inc. 
Independent Petroleum Association 
of America 
American Petroleum Institute 
District of Columbia Petroleum 
Industries Committee 
Ohio Oil Co. 
Melben Oil Co. 
Standard Oil Co. (Indiana) 
American Petroleum Institute 
Western Oil and Gas Association; 
California Manufacturers Association; 
Merchants and Manufacturers Associa-
tion of Los Angeles 
ALS (Cont.) 
Date of 
registration 
of agent 
-
. June 6, 1950 I 
Oct. 9, 1946 I 
Aug. 5~ 1949 I 
July 8, 1950 
Jan. 4, 1949 
Apr. II, 1947 
Oct. 19, 1948 
Apr. 22, 19471 
--
I 
Oct. I I, 1949 
May 9.1949 
Feb. 9, 1949 
Apr. 5, 1948 
1950 
I 
Quarters of which 
reports have been 
filed ( 1950) 
3d 
1St, 2d, 
1St 
2d 
1St, 2d, 3d 
1St, 2d, 3d 
1St, 2d, 3d 
1st, 2d, 3d 
1st, 2d, 3d 
Ist, 2d, 3d 
1st, 2d, 3d 
Has em-
ployer 
registered 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
Has employer 
filed quarter! y 
reports 
No 
No 
No 
No 
No 
Yes 
Yes 
No 
No 
No 
Yes 
I 
i 
l 
I 
I 
I 
Name and Address 
Nyce, Peter Q., 1266 National 
Press Bldg., Washington 4, D. C. 
O'Hara, Donald C. (through Fayette 
B. Dow), 958 Munsey Bldg., 
Washington 4, D. C. 
Peck, Rankin P. , 205 East Adams Ave. 
Detroit, Mich. 
Pittman & Roberts, 815 15th St. N. W. 
Washington, D. C. 
Porter, Frank M. , 50 West 50th St., 
New York, N. Y. 
Shields, A. Graham, 412 5th St., 
N. W., Washington, D. C. 
Whyte, Louis E., 1700 I St., N.W. 
Washington , D. C. 
Wild, Claude C., Jr., 6o5 Common-
wealth Bldg., Washington 6, D. C. 
Woodward, Albert Young, 8n West 
7th St. , Los Angeles, California 
Woodward , Guy H., 605 Common\" 
wealth Bldg., Washington, D. C. 
LOBBY INDEX n. 
Employer 
Oil, gas, land title rights, etc. 
(self) 
American Petroleum Institute 
National Congress of Petroleum 
Retailers, Inc. 
Texas Independent Producers and 
Royalty Owners Association 
American Petroleum Institute 
Oil Heat Institute of Greater 
Washington, D. C. 
Shore Line Oil Co. and 
Craw Co. 
Independent Natural Gas 
Association of America 
Mid-Continent Oil & Gas 
Association 
Signal Oil & Gas Co. 
Mid-Continent Oil & Gas 
Association 
!~DUALS (Cont.) 
Date of 
registration 
of agent 
May 4, 1947 
Jan. 7, 1950 
July 7, 1949 
July 8, 1949 
May r8, 1950 
July 24, 1950 
June 2, 1948 
July 27, 1950 
Jan. ro, 1947 
Jan. ro, 1950 
Feb. 13, 1948 
Jan. II, 1949 
1950 
Quarters of which 
reports have been 
filed ( 1950) 
rst 
rst, 3d 
rst 
1St, 2d 
3d 
rst, 2d, 3d 
3d 
rst, 2d, 3d 
r st, 2d, 3d 
Has em-
ployer 
registered 
No 
No 
No 
No 
No 
No 
Yes 
No 
No 
No 
Has employer 
filed quarterly 
reports 
Yes 
No 
No 
Yes 
No 
No 
Yes 
No 
No 
No 
I 
SUPPLEMENT TO EXPENDITURES BY CORPORATIONS TO INFLUENCE LEGISLATION 
(H. REPT. 3137 8Ist Cong., 2d sess.) 
EXPENDITURES BY OIL CORPORATIONS WHICH REPORTED TO THE HOUSE SELECT COMMITTEE ON LOBBYING ACTIVITIES, 
JAN, I, 1947-MAY 31, 1950; WITH BREAKDOWN OF SUCH EXPENDITURES 
Name of corporation Travel Maintenance Printed or Advertising Contributions Other expenditures 
expenses of Washington duplicated services in connection with 
office matter legislative interests 
(a) (b) (c) (d) (e) (f) 
Cities Service Co. 
-- --
None None $ 56.499.00 --
Gulf Oil Co. $ 3,059.21 None $ 10,898.86 $ 1,130.00 2.,54_2, 451.00 --
Humble Oil Co. 345·70 None 222,o26.oo None 38.420,02 $ 9.495.61 
Lone Star Gas Co. 872.25 None None None 297,226.01 .--
Petrol Corp. , The None None None None 2 5.980 ·77 None 
Shell Oil Corp. 2,280.40 None None None 37,685.00 --
Socony Vacuum 
Oil Co. 8, 586.65 None 34.998.00 None -- --
Standard Oil Co. 
--
None 37,631.00 None -- --
Standard Oil Co. 
(Indiana) 
-- -- -- -- 1 ,278,358.oo --
(New Jersey) 56o.68 None -- -- -- . --
Sun Oil Co. 
--
None None 
-- 5.350.00 --
Texas Co., The 
--
None 
--
None 108,385.20 --
--
Total 
$ 56.499·00 
2,557.539·97 
270,287.33 
298,og8.26 
25,980.77 
669,413.54 
2,325,401.65 
1,721,638.oo 
--
1,278,918.68 
5.350.00 
--
CHAPTER VI 
AN ANALYSIS OF CONGRESSIONAL DELIBERATIONS 
ON THE SUBJECT OF 
THE SPECIAL DEPLETION ALLOWANCE 
SPEECH OF 
PRESIDENT HARRY S. TRUMAN 
THE WHITE HOUSE 
January 23, 1950 
The tax policy of the United States Government is of major 
significance to the national welfare . Taxes are the means by which 
our people pay for the activities of the Government which are neces-
sary to our survival and progress as a Nation. Decisions about Federal 
tax policy should be made in full recognition of the economic and bud-
getary situation, and should contribute to our national objectives of 
economic growth and broader opportunity for all our citizens. 
At the present time , I believe we should make some revisions 
in our tax laws to improve the fairness of the tax system, to bring in 
some additional revenue , and to strengthen our economy. 
Our general objective should be a tax system which will yield 
sufficient revenue in times of h i gh employment, production, and national 
income to meet the necessary expenditures of the Government and leave 
some surplus for debt reduction. In the Budget Message , I estimated 
that receipts in the fiscal year 19 51 will fall short of meeting expendi-
tures by 5 . 1 billion dollars . This deficit will be due largely to the 
short-sighted tax reduction enacted by the Eightieth Congress , and to 
the present necessity for large expenditures for national security and 
251 
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world peace. Moreover, owing to the time lag between corporation 
earnings and tax payments, the 1949 decline in corporation profits will 
be reflected in lower tax receipts in the fiscal year 19 51. 
The policies I am recommending to the Congress are designed 
to reduce the deficit and bring about a budgetary balance as rapidly as 
we can safely do so. These policies are three-fold: first, to hold ex-
penditures to the lowest level consistent with the national interest; second, 
to encourage and stimulate business expansion which will result in more 
revenue; and third, to make a number of changes in the tax laws which 
will bring in some net additional revenue and at the same time improve 
the equity of our tax system. 
First, as to Government expenditures. 
I have recently transmitted to the Congress a budget containing 
recommendations for appropriations and estimates of expenditures for the 
fiscal year 19 51. This budget was carefully prepared with a view toward 
holding expenditures to the lowest possible levels consistent with the re-
quirements of national security, world peace, economic growth, and the 
well-being of our people. 
The decisions of the Congress, as well as unpredictable changes 
in circumstances over the next eighteen months, may alter in many par-
ticulars the character and amount of the expenditures contemplated in 
this budget. Nevertheless, I believe the estimates contained in the budget 
represent the most realistic appraisal that it is possible to make at this 
time of the necessary expenditures in 19 51. I believe the Congress will 
generally concur in this view after it has had an opportunity to consider 
these estimates carefully. 
The expenditures · estimated in the 1951 budget have been reduced 
by about 9 00 million dollars below the level estimated for the present 
fiscal year. The policies recommended in the budget will permit further 
reductions in subsequent years as the costs of some of the extraordinary 
postwar programs continue to decline. 
To achieve these reductions we must continue to practice rigid 
economy. At the same time, it would be self-defeating to cripple 
activities which are essential to our national strength. It will require 
wisdom and courage to find and hold fast to the course of wise economy 
without straying into the field of foolish budget slashes. 
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Second, as to the strength and growt h of our national economy. 
We cannot achieve and maintain a balanced budget without a 
strong and pr osperous economy. A recession in economic activity 
would call for increased Government expenditures at the same time that 
revenues were reduced, t hus creating greater budget deficits. 
At the present time , the economy of the United States is growing, 
and we have every reason to expect it to cont inue to expand if we follow 
the right policies . It i s l argely t he task of private business to achieve 
this growth . The Gove r nment, however , can and should contribute to it. 
Through such cooperation , national employment and income will grow. 
This will result , in time , in increasing Government revenues . 
Just as the condition of our national economy has an overriding 
effect upon our efforts to balance the budget, so do our policies for 
managing the Federal budget have a decisive effect upon the national · 
economy. Drastic reductions in Federal expenditures in the wrong places 
and at the wrong time could have serious disruptive effects throughout our 
economy. 
Government revenue policies are as important in our economy as 
Government expenditures policies. Events of the last few years have 
proved that our economy can grow and prosper , and that employment, 
production and incomes can increase , at the same time that individuals 
and businesses are paying taxes which are high by prewar standards . 
However , taxes can and do have an important effect upon business con-
ditions and economic activity . It should be our constant objective to im-
prove our tax system so that the required revenues can be obtained with-
out impairing the private initiative and enterprise essential to continued 
economic growth. 
We should a lways keep in m ind that the maint enance of a sound 
fiscal position on the part of the Government is a long-range matter. 
Nothing could be more foolhardy than t o attempt to bring about a 
balanced budget in 1951 by measures that wou ld make it impossible to 
maintain a balanced budget in the following years . 
Third , as to changes i n the tax laws . 
If , over t he next few years, we hold expenditures to the minimum 
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necessary levels and at the same time follow policies which contribute 
to stable economic growth , we can look forward to steady progress toward 
a balanced budget . Nevertheless , we should not rely only upon budgetary 
economy and upon economic expansion to produce a balanced budget . We 
should accelerate the attainment of this ·objective by changes in the tax 
laws. Drastic increase& in tax rates, just as in the case of drastic cuts 
in essential expenditures, migh t prove to be self-defeating. Our primary 
objective should be to improve and strengthen our revenue system for the 
long run. 
Under these circumstances, I am now recommending a number of 
important revisions in our present tax system, to reduce present inequities, 
to stimulate business activity, and to yield about one billion dollars in net 
additional revenue. 
In making changes in the tax laws , we should be sure they move 
toward, and not away from, the major principles of a good tax system. 
Our tax structure should recognize differences in ability to pay; it should 
provide incentives to new undertakings and the expansion of existing busi-
nesses; it should support the objective of increasing opportunities for all 
our citizens to obtain a better standard of living; and it should rigidly ex-
clude unfairness or favoritism. 
Over the years, we have IY:lade important progress in. building a 
good tax system. However , much remains to be done. There is need 
further to improve the distribution of the tax load to make it conform 
better with tax paying ability. There is need to reduce taxes which bur-
den consumption and handicap particular businesses . Moreover, we 
should eliminate tax loopholes which enable some few to escape their 
share of the cost of government at the expense of the rest of the American 
people. 
Many of the important and desirable tax revisions which should 
be made must be postponed until the budget situation improves . Neverthe-
less, a number of those steps can and should be taken now. 
First, I recommend that excise taxes be reduced to the extent, 
and only to the extent , that the resulting loss in revenue is replaced by 
revenue obtained from closing loopholes in the present tax laws. 
The excise taxes are s t ill at substantially their wartime levels. 
Some are depressing certain lines of business. Some burden consumption 
and fall with particular weight on low-income groups . Still others add 
to the cost of living by increasing bus iness costs . 
2.55 
Since we are limited in the amount of reduction we can now 
afford, we should choose for reduction those taxes which have the most 
undesirable effects , I believe that reductions are most urgently needed 
in the excise taxes on transportation of property , transportation of per-
sons , long-distance telephone and telegraph communications , and the 
entire group of retail excises, i ncluding such items as toilet prepara-
tions, luggage , and handbags . 
If these revisions are made, we will have reduced the most 
serious inequities of our present excise taxes. We should go further just 
as quickly as budgetary conditions permit . At present , however , we should 
reduce excises only to the extent that the l oss in revenue can be recouped 
by eliminating the tax loopholes which now permit some groups to escape 
their fair share of taxation. 
The continued escape of privileged groups from taxation violates 
the fundamental democr'atic principle of fair treatment for all , and under-
mines public confidence in the tax system. While few of these loopholes 
by themselves involve major revenue losses , collectively they result in 
the loss of many hundreds of millions of dollars every year . 
I wish to call the attention of the Congress to the more important 
of these loopholes , While some of them are of long standing , their injustice 
has been aggravated as the taxes assessed agains t the rest of the popula-
tion have been increased . A t ax concess i on to a favored few i s always 
unfair, but it becomes a gross injustice against the rest of the population 
when tax rates are high . The case for the elimination of these inequities 
would be strong even if t here were no need f or replacement revenue. It 
is compelling when excis e relief depends on it, 
I know of no loophole in the tax laws so inequitable as the ex-
cessive depletion exemptions now enj oyed by o il and minin g interests . 
Under these exemptions , large pe rc e ntages of the income from 
oil and mining propertie s escape taxation, year after year . Owners of 
mines and o il wells are permitted , after deducting all costs of doing 
business , to exclude from taxat ion on account of depletion as much as 
half of their net i ncome . In t he case of ordinary businesses , investment 
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in physical assets is recovered tax-free through depreciation deductions. 
When the original investment has been recovered, a depreciation deduction 
is no longer allowed under the tax laws. In the case of oil and mining 
businesses, however, the depletion exemption goes on and on, year after 
year, even though the original investment in the property has already 
been recovered tax free, not once but many times over. 
Originally introduced as a moderate measure to stimulate essen-
tial production in the first World War, this special treatment has been 
extended during later years. At the present time, these exemptions, to-
gether with another preferential provision which permits oil-well invest-
ment costs to be immediately deducted from income regardless of source, 
are allowing individuals to build up vast fortunes , with little more than 
token contributions to tax revenues. 
· For example, during the five years 1943 to 194 7, during which 
it was necessary to collect an income tax from people earning less than 
$20 a week, one oil operator was able, because of these loopholes, to 
develop properties yielding nearly $5,000,000 in a single year without 
payment of any income tax. In addition to escaping the payment of tax 
on his large income from oil operations, he was also able through the 
use of his oil tax exemptions to escape payment of tax on most of his 
income from other sources. For the five years, his income taxes totaled 
less than $100,000, although his income from non-oil sources alone 
averaged almost $1,000,000 each year. 
This is a shocking example of how present tax loopholes permits 
a few to gain enormous wealth without paying their fair share of taxes. 
I am well aware that these tax privileges are sometimes defended 
on the grounds that they encourage the production of strategic minerals . 
It is true that we wish to encourage such production. But the tax bounties 
distributed under present law bear only a haphazard relationship to our 
real need for proper incentives to encourage the exploration, development 
and conservation of our mineral resources. A forward-looking resources 
program does not require that we give hundreds of millions of dollars 
annually in tax exemptions to a favored few at the expense of the many. 
Some tax loopholes have also been developed through the abuse 
of the tax exemption accorded eductional and charitable organizations. It 
has properly been the policy of the Federal Government since the be-
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ginning of the income tax to encourage the development of these organiza-
tions. That policy should not be changed. But the few glaring abuses of 
the tax exemption privilege should be stopped. 
Responsible educational leaders share in the concern about the 
fact that an exemption intended to protect educational activities has been 
misused in a few instances to gain competitive advantage over private 
enterprise through the conduct of business and industrial operations 
entirely unrelated to educational activities. 
There are also instances where the exemption accorded charitable 
trust funds has been used as a cloak for speculative business ventures, 
and the funds intended for charitable purposes, buttressed by tax exemption, 
have been used to acquire or retain control over a wide variety of in-
dustrial enterprises. 
These and other unintended advantages can and should be removed 
without jeopardizing the basic purposes of those organizations which 
should rightly be aided by tax exemption. 
A problem exists also with respect to life insurance companies. 
The tax laws have always accorded favorable treatment to the income 
received by individuals from life insurance policies and have made 
special provision . for the taxation of life insurance companies. As a 
result of a quirk in the present law, however, life insurance companies 
have unintentionally been relieved of income taxes since 1946 . This 
anomalous situation has meant that neither the companies nor their 
policy holders have paid taxes on more than 1.5 billion dollars of invest-
ment income per year, derived from productive assets worth about 60 
billion dollars. 
I understand that the Committee on Ways and Means of the House 
of Representatives has already undertaken to correct this situation for 
the past years. I urge that steps also be taken to develop a permanent 
system for the taxation of life i nsurance companies which will remove 
the inequities of under -taxation in this field without impairing the ability 
of individuals to acquire life insurance protection. 
In addition to the tax loopholes I have described, there are a 
number of others which also represent inequities, and should be closed, 
Most of these permit individuals , by one device or another, to take un-
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fair advantage of the difference between the tax rates on ordinary income 
and the lower tax rates on capital gains . As one example, under present 
law producers of motion pictures, and their star players, have attempted 
to avoid taxes by cr~ating temporary corporations which are dissolved 
after making one film. By this device, their inco~e from making the film, 
which ought to be taxed at the individual income tax rates, would be taxed 
only at the capital gains rate. Thus, they might escape as much as two-
thirds of the tax they should pay . 
All these loopholes have been under joint study by the Treasury 
Department and the staff of the Congressional Joint Committee on Internal 
Revenue Taxation. A practical program which would go far toward closing 
these loopholes can be enacted during the present session of the Congress. 
This would be a substantial step toward increasing the fairness of our tax 
system, and should add several hundred million dollars to its yield --
sufficient revenue to permit substantial excise tax reduction where it is 
most urgently needed. 
I wish to make it very clear that I could not approve excise 
tax reductions unless they were accompanied by provision for replacement 
of the revenue lost, because I am convinced that sound fiscal policy will 
not permit a weakening of our tax system at this time. Under present 
conditions, we cannot afford to reduce excise taxes first, in the hope that 
action will be taken later to make up for the loss in revenue. 
Second, I recommend that the Congress enact legislation to provide 
one billion dollars in additional revenue, by revising and improving the es-
tate and gift tax and the corporation tax laws. I believe that, under present 
economic conditions, this amount of additional revenue represen~ a proper 
balance between the objective of balancing the budget as soon as possible 
and the objective of coordinating tax adjustments with the requirements of 
continued prosperity. 
A substantial part of the additional revenue should be obtained 
from revision of the estate and gift tax laws. 
The Revenue Act of 1948 reduced the yield of the estate and gift 
taxes by one-third, or nearly 300 million dollars. Even before that Act, 
estate and gift tax yields were out of line with other revenues, and that 
Act made the situation war se . 
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In originally enacting the estate tax in 1916, the Congress 
pointed out that "our revenue system should be more evenly and equitably 
balanced" and that a "larger portion of our necessary revenues" should 
be collected from the " inheritances of those deriving most protection 
from the Government.' ' Our estate and gift tax laws at present fall far 
short of this objective . They now produce less than 2 per cent of internal 
revenues, compared with 7 per cent ten years ago. To the extent that 
these taxes remain too low, the remainder of our tax structure must 
bear a disproportionate load. 
The low yield from the estate and gift taxes is due to serious 
weaknesses in the present law. 
These weaknesses include excessi'v.e exemptions, unduly low effective 
rates on most estates, and the fact that the law as written favors large 
estates over smaller ones, and leaves substantial amounts of wealth com-
pletely beyond the reach of the tax laws . Large fortunes may be trans-
mitted from one generation to another free of estate or gift tax through 
the use of life estates. By this means, vast accumulations of wealth may 
completely escape tax over several generations. 
Furthermore, the present law affords excessive opportunities for 
tax reduction by splitting between the gift and estate taxes the total amount 
of wealth transferred by an individual. This makes the tax liability depend, 
not upon the amount of wealth which an individual leaves to his family, 
but upon the manner in which he arranges the disposition of his wealth. 
If a man leaves his estate of $300,000 at death, one -half to his wife and 
one -half to his three children, an estate tax of $ 17,500 must be paid. If 
his equally well-to-do neighbor gives away $ 180,000 to his wife and three 
children over a 5-year peri od and leaves them the other $120,000 at 
death , no estate or gift tax whatever is paid. This difference in tax , 
whether it depends upon fortuitous circumstances or the caliber of legal 
counsel, is obviously unwarranted . 
To strengthen the estate and gift tax laws , several steps are 
necessary. The laws concerning the taxation of transfers by gift and by 
bequest, by outright disposition and through life, 'estates , need to be co-
ordinated to provide uniform treatment and a base for more 'effective 
taxation. In additi on, the present exemptions should be reduced and the 
rates should be revised . These changes will not only bring in more rev-
enue, but they will also improve the fairness of the estate and gift tax 
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laws and bring these taxes nearer to their proper long-term place in 
our tax system. 
The rest of the additional revenue should be obtained from ad-
justments in the corporation income tax. At the same time, certain im-
provements should be made in this tax. 
I recommend a moderate increase in the tax rate applicable 
to that part of a corporation ' s income which is in excess of $50,000. 
At the same time, I recommend that the tax rate on corporate income 
between $25,000 and $50,000, which is now taxed at the excessively high 
"notch" rate of 53 per cent, be reduced to the same rate that applies 
abdve $50,000. 
These changes in the tax rate structure would go far toward 
removing the handicaps which the present law places upon the expansion 
of small corporations. The removal of the excessive "notch" rate would 
reduce the taxes paid by medium-sized corporations whose continued 
growth is so essential to the dynamic expansion of our economy. The 
existing favorable tax rates for small corporations with incomes below 
$25,000 would be retained. The tax increase would be confined to less 
than one-tenth of all corporations. 
Furthermore, I recommend that the loss carry-forward pr ov1s1on 
be extended from two to five years to provide more scope for offsetting 
losses of bad years against profits of subsequent years. This extension 
will give increased incentive to business investment affected by uncertain 
profit expectations. It will be particularly helpful to new businesses which, 
under the present provision permitting losses to be carried forward only 
two years, may be required to pay taxes over a period of several years 
during which they actually suffer a net loss. 
At the same time that we make these changes in the tax laws to 
stimulate investment at home, we should make certain changes in the tax 
laws concerning income derived from foreign investments and personal 
services abroad. This would provide significant support to our efforts to 
extend financial and technical assistance to under-developed regions of 
the world. 
Among the steps which should be taken at this time are to 
postpone the tax on corporate income earned abroad until it is brought 
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home, to extend and generalize the present credit for taxes paid abroad, 
and to liberalize the foreign residence requirement for exemption of in-
come earned abroad. These changes, together with the safeguards for 
our investors which we are in the process of negotiating with foreign 
governments, will provide real stimulation for the expansion of United 
States investment abroad. 
The tax program I am recommending is designed to strengthen 
our tax system so that it will yield revenues sufficient to balance ex-
penditures as they are further reduced over the next several years, and 
to provide some surplus for debt reduction. Because of the tiime lag in 
collecting taxes after their enactment, these recommendations will not 
result in any substantial increase in receipts in the fiscal year 19 51, 
but they · will result in larger revenues in subsequent years and, at the 
same time, substantially improve the structure of our tax system for the 
long run. 
A sharp increase in taxes under present economic conditions 
would be unwise. However, in line with the policy of gearing changes 
in revenue laws to the needs of our economy, I would not hesitate, if 
strong inflationary or deflationary forces should appear, to support the 
use of all measures necessary to meet the situation, including more 
pronounced adjustment of tax rates upward or downward, as the case 
might be. 
We have come through the war and a difficult transition period 
with the financial strength of our Government maintained and an economy 
producing far above prewar levels. We should continously seek to sustain 
and improve these indispensable foundations for progress. The tax program 
I am recommending is an important and necessary means to that end. 
SPECIAL DEPLETION ALLOWANCES FOR MINERAL 
PROPERTIES 
One of the major avenues of escape from income tax is the 
special depletion allowance now accorded mineral properties. This sub-
ject has received consideration by Congressional Committees on a number 
of occasions. 
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Nearly 25 years have passed, however, since the date of the 
investigation of depletion costs on which present allowances were es-
tablished. In the intervening years there have been important basis 
changes in these industries. 
This study presents current information on the basic aspects 
of this problem and discusses the considerations affecting the desirability 
of the present allowances. 
I. Present Provisions 
The Federal income tax recognizes depletion of wasting mineral 
assets as a deductible cost in determining net taxable income. The pur-
pose is to allow the taxpayer to recover tax-free the capital he has in-
vested in the mineral property . Special allowances in excess of cost are 
granted to certain groups of taxpayers. In most cases these special 
aUowances are based on a percentage of gross income. Of less impor-
tance are special allowances based on discovery value. 
A. Percentage depletion 
Percentage depletion is computed as a specified percentage of 
gross income, without regard to the capital cost of the property. The 
rates range as high as 27 1/2 percent of gross income in the case of 
petroleum, but the deduction is limited to 50 percent of the net income 
{computed without regard to depletion) from the particular property. 
Percentage depletion continues to be deductible even after 100 
percent of the invested capital has been retrieved tax-free. The total 
tax-free recoveries may be substantially in excess of the cost of· the 
property, and in a large number of cases amount to many times the 
capital investment. 
B . Discovery Depletion 
Those minerals which are not eligible for percentage depletion 
may qualify for discovery depletion, under certain conditions. Owing to 
the wide range of minerals excluded because they are eligible for per-
centage depletion, and the special conditions attaching to the use of 
discovery depletion, it applies only to certain non-metallic substances 
and is of limited significance at the present time. 
Under discovery depletion, a taxpayer who discovers a "mine" 
on an unproven tract, the value of which is materially larger than the 
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cost to the taxpayer, is allowed depletion deductions designed to amortize 1 
the appreciated discovery value over the economic life of the mine. As 
in the case of percentage depletion, the annual deduction for discovery 
depletion is limited to 50 percent of the net income from the property. 
However, aggregate tax-free recoveries under this method are limited to 
the discovery value. 
C. Cost or Adjusted-basis Depletion 
Percentage depletion is one of the most complex provisions in 
the tax law. Depletion allowances are computed with respect to each 
individual mineral property. Mineral taxpayers commonly own several, 
and in many cases thousands of properties. Each year for each property 
the taxpayer takes the largest depletion deduction allowable . Both gross 
and net income must be determined for each separate property to com-
pute percentage depletion. Moreover, a corporate taxpayer's accounting 
for each property entitled to percentage depletion must reflect each of 
the three different depletion concepts: 
( 1) Allowable depletion, including percentage or 
discovery depletion, 
(2) Adjusted-basis depletion, and 
( 3) Strict cost depletion. 
In all cases the taxpayer is allowed depletion based on cost as 
a m1n1mum. The annual cost depletion (usually termed adjusted-basis 
depletion) is computed by spreading the original cost, less amounts 
previously recovered tax-free, over the estimated remaining life of the 
property, measured in units of mineral product. Increased deductions for 
percentage depletion reduce the remaining cost or adjusted basis more 
rapidly. Therefore, the adjusted-basis depletion, which represents the 
minimum annual deduction, must be recomputed at a lower figure each 
year after percentage depletion is taken. ( 1) When the original cost 
(I} In addition to determining the m1mmum annual allowance, the adjusted-basis depletion is 
important in computing the net operating loss deduction. Under the present z-year carryback and 2-year 
carryforward of net operating losses, the loss to be carried over is reduced by the excess of percentage over 
cost depletion (and similar tax-exempt items) in the year in which the loss occurs. Similarly, the amount of 
the loss which is deductible is reduced by the amount of such exempt income in the year to which the loss 
is carried. 
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is exhausted through depletion allowances the adjusted-basis depletion is 
reduced to zero , although percentage depletion may continue to be de-
ducted. 
Corporations also account for annual cost depletion computed 
without regard to amounts recovered from time to time through per-
centage depletion$ in determining their net profits for reports to stock-
holders and other purposes. Cost depletion in this sense is also recog-
nized for tax purposes in connection with the treatment of liquidating 
dividends in the hands of the stockholders. (2) 
For purposes of determining gain or loss upon sale or other 
disposition of a depletable property, the tax basis is reduced by the total 
amount of allowable depletion (percentage, discovery, or -.a~justed-basis 
depletion) in previous years. (3) While percentage depletion may con-
tinue even though more than 100 percent of the basis has been recovered 
tax-free, the basis for determining gain or loss is reduced only to zero. 
D. Expensing of Capital Costs 
In addition to depletion allowances, certain capital costs of 
developing mineral properties are treated as expenses incurred in doing 
business and allowed as deductions in the year incurred. This expensing 
treatment does not reduce allowable percentage depletion in future years, 
which is based on the income from the developed property. This results 
in a double deduction for recovery on the same capital investment. 
Owners of oil or gas wells have wide opportunities for expensing 
capital costs incurred in developing their properties . At their option they 
may treat intangible drilling and development costs of wells (including 
expenditures for labor, supplies, repairs , and hauling) as current expenses 
deductible from taxable income from any source. For example, 90 percent 
( 2) Under existing law dividends to stockholders are taxable to the extent they are paid 
out of earnings and profits. For this purpose, earnings and profits are computed on the basis of cost 
depletion. 
(3) For years prior to 1932, the excess of percentage over cost depletion was not 
applied to reduce the tax basis . 
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of an oil operator's capital outlay , exclusive of depreciable items, may 
be for intangible drilling and development costs, If this is deducted as 
a current expense and thus recovered tax free at the outset, only 10 per-
cent of the investment remains to be recovered through depletion allow-
ances. Hence , depletion allowances based on the entire income in effect 
overlap the initial deduction of a large portion of the capital outlays. 
In the case of mines, development costs can be immediately 
offset against income only to the extent that there are receipts derived 
from the mine during the development period. However, if considerable 
quantities of ore are taken out while developing a mine to full producing 
status , it is possible for a taxpayer to recoup tax-free immediately a 
large part of the capital costs of development. 
II. Background and Development of Special Depletion Allowances 
The original income tax legislation provided a "reasonable allow-
ance," not to exceed 5 percent of gross income, for wasting mineral 
assets. This was later changed to a more specific allowance of depletion 
based on cost of 1913 value. 
Allowances in excess of cost depletion were first granted in the 
form of discovery depletion in 19 18 as a measure to stimulate mineral 
exploration for war purposes and to lessen tax burdens on small-scale 
prospectors who made discoveries after years of fruitless search. Dis-
covery depletion deductions allowed the discoverer of any new mineral 
deposit to retrieve not only his costs but also the materially larger 
appreciated value of the property at the time its profitability was e stab-
lished. Since no limit was placed on the discovery depletion deductions, 
in many cases the deduction was in excess of the income from the dis-
covered property and served to offset income from other sources. To 
prevent such excessive discovery depletion allowances, the annual deduc-
tion was limited in 1921 to 100 percent of the net income from the 
mineral property. In 1924, the limit was reduced to 50 percent of the 
net income from the property, in order to provide for the taxation of 
at least one-half of the income from these properties. 
Percentage depletion was substituted for discovery depletion in 
the case of oil and gas properties in 19 26 and extended to metals' ~ul­
fur, and coal in 1932 . The original percentage depletion rates, still 
embodied in present law, were in general fixed at levels which would 
permit the respective industries approximately the same total annual 
266 
depletion they had previously enjoyed under discovery depletion. 
Despite the recommendation of the Treasury in 1942 that per-
centage depletion be eliminated, it was extended in 1942 and 1943 as 
a temporary measure to certain nonmetallic minerals at the 15-percent 
rate applicable to metals. In 194 7 the temporary wartime extensions 
were made permanent, and in addition some items not previously covered 
were granted the special allowance. Since 194 7 a wide range of non-
metallic producers who have not been granted percentage depletion have 
sought similar preferential tax treatment. ( 4) 
III. Survey of Depletion and Related Allowances 
Information on percentage depletion and other special allowances 
for mineral producers has been recently developed through a special 
survey of 350 corporation income tax returns. These returns accounted 
for about three-fourths of all corporation income tax allowance for de-
pletion for the year 1946. Although the survey group does not neces-
sarily represent a cross-section of the rrili.neral industries, the high 
proportion of tax allowances for depletion provides reliable information 
on the mineral depletion provisions. 
While the survey ' covers corporations only, it is estimated that 
corporations account for more than 80 percent and individuals for less 
than 20 percent of all depletion deductions. 
A. Excess Depletion and Resulting Revenue Loss 
The allowable depletion deducted by the corporations included in 
this survey amounted to $555 million in 1946 and $839 million in 1947. 
Of these amounts only 10-15 percent represented adjusted-basis depletion 
which would have been required to recover original invest;rnent cost. ( 5) 
(4) Within the past three years bills have been introduced in Congress to extend percentage 
depletion to amblygonite, oil shale, tripoli, marble, pumice, scoria, limestone, crushed stone, perlite, 
diatomaceous earth, granite, borax, calcium and magnesium carbonates, shell, sand, gravel, stone, and 
· all other nonmetallic clays and minerals. 
(5) In most cases the adjusted-basis depletion was approximately equal to cost depletion. 
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The remaining 85-90 percent contituted the excess allowance attributable 
to the special depletion provisions for mineral industries. 
The indicated revenue loss for all corporations in the survey 
due to excess depletion was about $180 million in 1946 and $2.90 million 
in 194 7, On the basis of these findings it is estimated that the total 
revenue loss for all corporations due t o excess depletion was nearly 
$2.50 million in 1946 and $400 million in 1947. 
B. Distribution of Excess Depletion by Industry Groups 
The excess of percent age depletion over cost or basis depletion 
was correspondingly high for most industry groups . Relatively low excess 
depletion for a few industr ies , such as coal and the stone , clay and glass 
group, reflects either a low percentage depletion rate (5 percent for coal) 
or ineligibility of important components of the industry for percentage 
depletion. 
A high proportion of the excess depletion shown was received 
by corporations whose major activity was other than mining and quarrying. 
In 1946, for example , $345 million or more than 70 percent of the total 
excess was deducted by manufacturing enterprises (notably in the petro-
leum field) representing large integrated firms whose predominant indus-
trial activity was not mineral extraction. 
C. Distr ibution of special depletion and Related Allowances 
by Mine_ral Products 
Survey data for 1946 and 194 7 showing the distribution of 
depletion allowances ( including deductions for development costs) are 
classified by the principal mineral products. The bulk of the benefit 
of percentage depletion in excess of basi s depletion was derived by the 
oil and gas group. They received almost 85 percent of the excess 
depletion compared with 55 percent of the gross income for corpora-
tions included in the survey . 
Total deductions for development costs by the selected corpora-
tions were $394 m i llion in 1946 and $486 milli on in 1947. Comparisons 
of the development cost deductions with the excess of percentage over 
basis deplet ion for these two years indicates that for every $3 allowed 
as percentage depletion another $2. was deducted as development costs. 
In addition , substantial deducti ons were t aken for exploration costs and 
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losses on abandonment , amounting to $204 million in 1946 and $255 
million in 194 7. 
Nearly all of the development cost deductions were taken by 
oil and gas producers. and these producers also claimed most of the 
allowances for exploration and losses on abandonment. 
Substantial variations are also shown in the relative tax benefits 
derived from special depletion allowances among different types of 
mineral producers, due in large part to disparities in the rates of per-
centage depletion. In 194 7 , for example, allowable depletion was about 
equivalent to basis depletion for nonmetallics not entitled to percentage 
depletion, about 3 times basis depletion for coal, 5 times basis deple-
tion for metals, and 16 times basis depletion for oil. Sulfur producers 
were entitled to virtually no basis depletion, yet more than one-third 
of their aggregate net income was excluded from taxation through excess 
percentage depletion. 
The relative importance of special depletion allowances for 
different types of mineral producers is presented by the survey. All 
the corporations included in the survey had depletion deductions equal 
to about 40 percent of their net income before depletion in the years 
1946-194 7. By contrast, the amount of basis depletion required to 
recover remaining cost ratably over the useful economic life was only 
6 percent of net income in 1946 and 3.6 percent in 1947. Significant 
variations are shown among mineral products. Thus, depletion allowances 
in 1946 amounted to 49 percent of net income in the case of oil and gas 
compared with 1 1/2 percent for nonmetallic products not entitled to 
percentage depletion, and 18 percent for all nonmetals. 
D . Depletion Allowances in Relation to Size of Firm 
The distributions of various mineral depletion allowances in 
dollar amounts and in relation to income, by size of firm is shown 
by about three -fourths of the total depletion allowances and of the ex-
cess of percentage over basis depletion as received by very large 
corporations, with assets of at least $100 million. By contrast these 
firms received slightly less than two-thirds of the total gross income 
from mining. 
The percentage of income excluded from taxation through de-
pletion allowances tends to be greater for larger corporations. For 
example, firms with assets of $ 100 million and over had depletion 
allowances of 20 percent of their gross and 38 percent of their net 
income , as against 9 percent of gross income and 34.5 percent of net 
income for corporations with assets between $100 thousand and $1 
million. The benefits of special depletion allowances, reflected in the 
ratio of allowable depletion to basis depletion, also tend to increase 
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with the size of the firm. In 194 7, for example, the allowable depletion 
of corporations with assets of $100 million and over was 13 times their 
basis depletion as compared with about 8 times for corporations with 
as sets between $ 1 million and $ 10 million. 
IV. Illustrative Cases Showing Tax Effects of Special Allowances 
In connection with the survey of special depletion and related 
allowances, the effect of these provisions on the tax liabilities of par-
ticular taxpayers was studied. 
Substantial reductions in income taxes were obtained by a 
number of individual oil and gas operators for the five years, 1943 
to 1947. In the cases summarized, the effective rate of tax on net 
economic income (based on cost or basis depletion) varied from 63.5 
percent to as low as .6 of 1 percent. This represents a striking 
difference between the effective rates of tax actually paid and the 
general statutory rates on such income, which ranged as high as 90 
percent in these years. 
During the 5-year period these individual taxpayers received 
a total economic net income of $52.6 million from oil and gas proper-
ties. This net income was computed after all deductions for operating 
expenses, depreciation, basis depletion, exploration costs and losses 
on unsuccessful ventures. These taxpayers also received a total of 
$9.3 million of net income from other sources. Of their aggregate 
net income from all sources, totaling $61.9 million, 77 percent was 
eliminated for tax purposes through the special deductions. 
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SELECTED EXCERPTS FROM 
STATEMENT BY SECRETARY SNYDER 
Before the House Ways and Means Committee 
February 3, 1950 
As Secretary of the Treasury, I am charged with the responsibility 
of managing the Nation's finances in such a way as to maintain the sound-
ness of the Government's fiscal position and, in so doing, to promote the 
financial health of the economy. A part of that responsibility, in my view, 
involves giving the members of this Committee the most informative picture 
of which I am capable concerning the current state of the Nation's finances 
and the measures which, in my opinion, should be taken to assure continued 
soundness of Government fiscal operations in the years ahead. 
The President recently has submitted tax recommendations to the 
Congress which if enacted into legislation will lay the ground work for 
achieving a balanced budget, without endangering the continuance of our 
programs for the maintenance of a strong domestic economy or the con-
tinuance of needed measures in this country and elsewhere for defense 
against aggression, In his tax message to the Congress on January 23, 
1950, the President outlined a fiscal program designed to reduce the deficit 
and bring about budgetary balance as rapidly as possible. The policies em-
braced in this program . were threefold, having to do with 
( 1) reduced expenditures on the part of the Government, 
( 2) measures aimed at encouraging and stimulating 
business expansion - which, of course, would re-
sult in enlarging our revenue base - and 
(3) changes in the tax laws which, of course, would 
serve the double purpose of bringing in some met 
additional revenue and improving the equity of our 
tax system. 
Proposed changes in the Tax Laws 
The analysis of budget expenditures makes it clear that our 
best hope of reducing the deficit and working toward a balanced budget 
at this time is the adoption of measures which will increase Federal 
revenues. President Truman in his special tax message to Congress · 
recommended a program which would result in increased tax revenues. 
I turn now to a detailed discussion of these recommendations. 
The P r es i dent has made clear the necess ity f or integrating 
taxation w ith our b r oad national econ omi c ob j e ctive s. Tax revi sion 
can contr ibut e to the main t e n ance of nation al p r o s perity , continued 
economic opportu n i ty a n d world p e ace . 
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The immense t a s k of i n c r easing t ax revenue s dur ing the war 
overshadowed the equity cons i de r a tions whi c h in normal times could not 
be d isr egar ded . In meeting t he u n a voidab l e obligations imposed by our 
postwar p r oblems we hav e been c ompelled t o postpone necessar y adjust-
ment s i n t he t ax s ystem . Most of the tax r evis i on which mus t u l timately 
be made w ill i nvo lve a s a crifi c e of r e ve nue that is n ow urge ntly needed 
to meet our greatly e n l a r ged r e s p ons i b ilitie s . Some r evi sion s , however, 
shou ld no lon ge r be pos t pone d . They have become es s e ntial t o s trengthening 
the economy and r emoving t he most s er i o u s inequitie s f r om the tax system. 
The t ax progr am submitted by t he pres i dent r epr esen ts a careful 
balance between r e venu es and expenditu r e s i n t he light of present and 
prospective e c onomi c c onditions . It s t res s e s those things whi ch should 
come firs t. 
It i s important that a be g in ning be made now . It i s equally im-
portant that we exerc i se forebearan ce and u n der t a k e no more than can be 
afforded . 
To thi s end, the P r e sident ha s made two broad r ecommendat ions . 
The fir s t i s that e xcise taxe s be redu ced t o t he extent that t he 
resulting loss in r e venu e i s r eplaced by clos ing loopholes i n the p r esent 
tax laws . 
Thi s means t hat excis e t ax redu c tio n m ust be limited to about 
$600 m i lli on . 
C l o sing of Loopho les 
The P re s i de n t h a s called a tte ntio n t o t he mor e import a nt loopholes 
w h ich s houl d b e clos e d t o p r o v ide r epla c ement r e venu e for exc i se t ax 
reductions. 
I shoul d like to emphasize the importa n c e of t h is a ction by 
indicating it s bearing on ou r w ork in admini s te ring the t ax laws . One 
of m y for emos t obj e cti ves since I be c ame Secreta ry of t he T r eas ury has 
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been constantly to improve our relations with taxpayers. 
By arrangement with your Committee , our staff has been working 
with the Staff of the Joint Committee on Internal Revenue Taxation since 
last summer on developing legislative suggestions for eliminating loopholes. 
The recommendations in this area represent the product of this joint effort. 
Other loopholes are still under study and will be brought to the attention 
of your Committee at some future time . 
I should like to refer first to the special allowances for depletion. 
Special Depletion Allowances 
Depletion in ordinary accounting usage is intended to permit tax-
payers to recover the cost of mineral properties over the producing life 
of the properties . Depletion is the counterpart of depreciation which is 
intended to permit recovery of the cost of other assets over the period 
of their useful life. When the original investment has been recovered, no 
further depreciation is allowed for tax purposes. However, in the case of 
depletion, special provisions which allow recovery of more than the cost 
of mineral properties, have been in the law since 1918. 
Under present law, special allowances are granted on the basis 
of specified percentages of gross income for different types of minerals. 
T·he percentage of gross income allowed is 27 1/2 percent for oil and gas, 
23 percent for sulfur, 15 percent for metals and a large number of non-
metallic minerals, and 5 percent for coal. 
Percentage depletion constinues for the life of the property and 
generally results in the tax-free recovery of many times the cost. It is 
granted to those purchasing properties as well as to those operating 
properties they have developed. The allowances have become more valuable 
as tax rates have been increased. 
Furthermore , the benefits from percentage depletion are in-
creased by provisions which permit development costs to be deducted 
as an expense in the year incurred instead of being treated as a capital 
cost to be recovered later through depletion deductions. This is equivalent 
to a double deduction for the same costs , once when they are incurred 
and again under percentage depletion. In the oil industry during 1946 
and 194 7, for every $ 3 million allowed as percentage depletion, another 
$2 m illion was deducted as development costs. 
The combination of percentage depletion and the expensing of 
development costs provides a mechanism for pyramiding extensive 
holdings in oil assets w ith payment of little or no income tax. 
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As the President has indicated, m i llions of dollars are made 
annually from operating oil properties on which little or no income tax 
is paid , The President mentioned one outstanding . Annual incomes , on 
the average, of over $1 million were obtained on which an average tax 
of only 22 1/2 percent was paid, This is the rate now paid by persons 
with incomes of less than $25 , 000 . 
Reasons for considering revision: 
First , the estimated revenue loss is between $400 and $500 
million annually . Thi s is as much as the yield of all the retail excises. 
Second, the allowance is es:pecially excessive in the case of oil 
and gas and exempts a higher proportion of the earning of this industry 
which may expense more of its development costs than the other mineral 
industries. 
Third, the provision has been forced to be of little benefit to 
small prospectors on whose behalf it is so frequently supported. 
Fourth, these deductions enable high income individuals to reduce 
to negligible proportions taxes on income from sources totally unrelated 
to these industries . 
There are a number of ways in which the necessary revision of 
present allowances can be accomplished. In general, th~se involve either 
the limitation of percentage depletion or the termination of the option to 
expense development costs. The benefits of expensing development costs 
are confined to the finding of new properties . Percentage depletion on the 
other hand may be obtained on established as well as new properties, and 
regardless of whether the rec i p i ent contributed to the development of the 
property. The reduction of percentage depletion would tend to reduce 
windfalls while protecting incentives for exploration. 
A reasonable way to reduce the excess ive benefits would be to 
limit the -percentage of gross income whi ch might be deducted . as depletion. 
A reduction in the present net income limitation would leave the more ex-
cessive allowances untouched while reducing the benefits on the small, less 
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less profitable properties . 
Specifically it is proposed that percentage depletion for oil , gas 
and sulfur be reduced to 15 percent of gross income and that percentage 
depletion for nonmetallic minerals be reduced to 5 percent. The existing 
15 percent rate for depletion allowed to the metals would be left unchanged. 
It i s further proposed that oil and gas operators who elect to 
expense intangible drilling and development costs be required to reduce 
income from the property by the amount of such expensed costs in com-
puting their depletion allowance . This requirement will reduce the extent 
of the double deduction now enjoyed by oil and gas enterprises with 
respect to certain of their c a,:p ital costs. 
Toge'ther these proposals would r emove the more obvious inequities 
of the present system without interfering significantly with production in-
centives. 
SUPPLEMENTARY TREASURY DEPARTMENT STATEMENT 
ON SPECIAL DEPLETION ALLOWANCES 
FOR PRESENTATION TO 
The House Ways and Means Committee 
February 6 , 1950 
In his statement to thi s Committee on February 3, 1950, the 
Secretary described in a general manner the tax loophole provided by 
the existing special depletion allowances and outlined the methods 
proposed for removing the more obvious inequities in the present 
system. 
This supplementary statement deals with the subject of per-
centage depletion in greater detail. It describes the way in which the 
present provisions operate, the findings of a special survey recently 
completed by the Treasury Department , and the considerations involved 
in the proposed revisions . 
I. Present provis i ons 
The Federal income tax recognizes depletion of wasting mineral 
assets as a deductible cost in determining net taxable income. The 
depletion allowances for mineral resources correspond in principle 
to the depreciation allowance for plant and equipment. In both cases 
the purpose is to allow the taxpayer to recover tax-free the capital 
invested. 
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The principal provision exempts from tax a specified percent-
age of the mineral income . Such special treatment was first accorded 
to oil and gas in 1926 and extended later to other minerals. A special 
depletion allowance based on discovery value applies in the case of 
certain minerals, but this provision is now of relatively minor im-
portance. 
Percentage depletion is computed as a specified percentage of 
gross income , without regard to the capital cost of the property. The 
rates range from 5 percent of gross income for coal to 2(/. 1/2 percent 
in the case of petroleum. 
The allowance computed on the basis of the specified percentages 
of gross income is subject to a provision which limits the deduction to 
50 percent of net income from the property. However, no limit is im-
posed on the aggregate amount which may be recovered tax-free under 
percentage depletion. Deductions continue for the life of the property and . 
may substantially exceed the actual investment. 
In addition to percentage depletion taxpayers are allowed to 
deduct as current expense a substantial part of the capital costs of 
developing mineral properties . The amounts deducted as expense in 
this way do not reduce t he future percentage depletion allowance since 
this allowance is computed as a prescribed percentage of the gross in-
come from the property , without regard to the investments it represents. 
These provisions , in combination, result in a double deduction, 
once when the costs are incurred and again through percentage deple-
tion. The operation of these provisions can be readily illustrated. 
Assume , for instance, two taxpayers each of whom invests $160,000 in 
oil properties of whi ch $75,000 is for depreciable property, $75,000 for 
intangible drilling and development costs, and $10 , 000 for leaseholds and 
other depletable capital costs which cannot be expensed. Assume further 
that each taxpayer obtains $55,000 gross income and $30,000 net income 
per year from his property following the year of development . When the 
operation begi ns , Taxpayer A has $75 , 000 net income from other sources 
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and is therefore able to deduct the intangible drilling and development : 
costs from his other income. Taxpayer B has no income in the be-
ginning against which to offset his development cos t s. Under present 
law, these two taxpayers are treated differently . 
Over the 6-year period Taxpayer B would have deductions of 
$75,000 for percentage depletion . Taxpayer A would have deducted, in 
addition to the $75 , 000 for percentage depletion, $75 , 000 development costs. 
His deduction would have totalled $150 , 000, or double the amount allowed 
Taxpayer B with respect to the same investment . 
The opportunities for expensing capital costs incurred in developing 
properties are especially important in the oil and gas industry. Much of 
the initial outlay is for so-called intangible drilling and development costs, 
consisting of labor and supplies, used in drilling a well. At their option 
taxpayers may treat such intangible drilling and development costs as 
current expenses deductible from taxable income from any source. Fre-
quently, these amount to as much as 90 percent or more of the original 
capital outlay , exclusive of depreciable property . When this is deducted 
as a current expense , and thus recovered tax-free at the outset , only 
10 percent of the investment remains to be recovered through depletion 
allowances. 
In the case of mines , development costs can be immediately 
offset against income only to the extent that there are receipts derived 
from the mine during the development period. However, if considerable 
quantities of ore are taken out while developing a mine to full producing 
status, it is possible for a taxpayer to recoup tax-free immediately a 
large part of the capital costs of development. 
The provision for percentage depletion does not obviate the 
necessity for computing deple tion based on cost since, in all cases, the 
taxpayer is allowed cost depletion as a minimum. Corporations also 
account for annual cost depletion computed without regard to amounts 
recovered from time t o time through percentage depletion, in deter-
mining their net profits for reports to stockholders and other purposes. 
Cost depletion in thi s sense is also recognized for tax purposes in con-
nection with the treatment of liquidati~g dividends in the hands of the 
stockholders . Unde r existing law divi dends to stockholders are taxable 
to the extent they are paid out of ear n ings and profits . For this pur-
pose , earnings and p r ofits are comput ed on the bas i s of cost d~pletion . 
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For purposes of determining gain or loss upon sale or other 
disposition of a depletable property, the tax basis is reduced by the 
total amount of allowable depletion (percentage, discovery , or adjusted-
basis depletion) in previous years, While percentage depletion 
may continue even though more than 100 percent of the basis has 
been recovered tax-free , the basis for determining gain or loss is 
reduced only to zero , 
IL Revenue and Equity Considerations 
Current information on percentage depletion and other special 
allow<;~-nces for mineral producers has been recently assembled by the 
Treasury Department through a special analysis of the income tax 
returns of approximately 350 corporations, This information was sum-
marized by the Secretary with this statement on February 3 , 
The corporation income tax returns examined accounted for 
about . three-fourths of all depl e tion allowances claimed by corporations 
for the year 1946 and therefore provide comprehensive information on 
the operations of the mineral depletion provisions , 
Data provided on individual and partner shi p income tax returns 
have not made it practicable to make a similar analysis of mineral 
operations conducted by unincorporated operators . It is estimated, 
however , that corporations account for about 80 percent of depletion 
deductions claimed by all taxpayers~ 
A. Excessiveness of Depletion Allowances 
One of the outs t anding facts revealed by the survey was the 
extent of the excess of percentage over cost depletion. The allowable 
depletion deduct ed by the corporations included in this survey amounted 
to $555 m i llion i n 1946 and $839 m illion in 1947, Of these amounts 
only 10 t o 15 percent represented adjusted-basis depletion which would 
have been required to recover original i nvestment cost. The remaining 
85 to 90 percent constituted the excess allowance due almost entirely 
to percentage depletion, 
B. Effect on Tax Revenues 
The indicated revenue loss for all corporations in the survey 
due to excess depletion was about $180 million in 1946 and $290 mil-
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lion in 194 7. Since the survey group included about three -fourths of 
the total depletion taken in 1946, it appears probable that the total 
revenue loss for all corporations due to excess depletion was nearly 
$250 million in 1946 and $400 million· in 1947. The 1948 tax returns, 
in various stages of processing by the Collectors of Internal Revenue, 
have not been available for similar survey purposes. However, data 
taken from a smaller number of 1948 tax returns as well as reliable 
published sources of information on the trend of profits in the oil and 
other mineral industries indicate that the revenue loss increased in 1948. 
C. Special Position of the Oil and Gas Industry 
The bulk of the excess of percentage depletion over basis de-
pletion is accounted for by the oil and gas group. As shown they re-
ceived almost 85 percent of the excess depletion compared with 55 per-
cent of the gross income for corporations included in the survey. 
Total deductions for development costs by the selected corpora-
tions were $394 million in 1946 and $486 million in 1947. Comparison 
of the development cost deductions with the excess of percentage over 
basis depletion for these two years indicates that for every $3 allowed 
as percentage depletion another $2 was deducted as development costs. 
In addition, substantial deductions were taken for exploration costs and 
losses on abandonment, amounting to $204 million in 1946 and $255 
million in 194 7. Nearly all of the development cost deductions were 
taken by oil and gas producers, and these producers also claimed most 
of the allowances for exploration and losses on abandonment. 
D. Suliur Producers 
Sulfur producers are currently able to exclude more than one-
third of their aggregate net income from taxation through excess per-
centage depletion. Previous tax-free recoveries, including those under 
the 23-percent depletion rate enjoyed by the industry since 1932, have 
reduced their remaining recoverable cost in the aggregate practically to 
zero. Their relative tax benefits from percentage depletion are even 
greater than those derived by oil and gas producers, whose depletion in 
1947 was 16 times basis depletion, as compared with 5 times basis 
depletion for metals and 3 times basis depletion for coal. 
E . Depletion benefits of large Non-Mining Enterprises 
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While special depletion treatment has often been advocated as 
a means of aiding the small pros pector or ore producer , the facts show 
that the bulk of the benefits of this tr eatment go to an entirely different 
type of taxpayer. 
A high proportion of the excess depletion is received by 
corporations whose major activity was other than mining and quarring. 
In 1946 , for example $345 m i llion or more than 70 percent of the total 
excess was deducted by manufacturing enterprises (notably in the 
petroleum fie l d) representing large integrated firms whose predominant 
industrial activity was not mineral extraction. 
Public utility corporations and financial and real estate cor-
porations also deduct significant amounts of depletion. While these 
integrated business concerns a r e engaged in par t i n mineral extraction, 
they generally have wide opportunities for offsetting losses on extractive 
ventures against inc ome from t he ir other types of business activity. 
F . Depletion Allowances in Re l ation to S i ze of Firm 
About three-fourths of the total depletion allowances and of the 
excess of percentage over bas i s depletion was received by corporations 
with assets of a t least $100 m i llion. By contrast these firms received 
slightly less than two-thirds of the tot al gross income from mineral 
production. 
The percentage of income excluded from taxation through de-
pletion allowances tends to be greater for larger corporations . In 1947, 
for example, firms with assets of $100 m illion and over had depletion 
allowances of 20 percent of t heir gr oss and 38 percent of their net in-
come , as agai nst 9 pe rcent of gross income a n d 34 .5 percent of net in-
come for corpor a tions with assets betwee n $100 thousand and $ 1 milli on. 
The benefits of special depl e tion a llowances, reflected in the ratio of 
allowable depleti on t o bas i s depl e tion, als o tend to increase w ith the 
size of the firm . In 194 7, for example , the a llowable depletion of corpora-
tions with assets of $100 million and over was 13 times their basis 
depletion as compared w ith about 8 times for corporations with assets 
bet ween $ l million and $ l 0 m illion. 
G. Tax Effects of Special Allowances on Par ticu\lar 
Taxpayers 
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One of the most inequitable results of the special depletion 
allowances is their effect in freeing individual taxpayers from their 
fair share of taxes. In ten illustrative cases in which the taxpayer's 
income history was traced over the 5-year period 1943-194 7, the 
effective rat e of tax on net income (based on cost or basis depletion) 
varied from 63 . 5 percent to less than 1 percent. These taxpayers, who 
on the average had annual incomes in excess of $ 1 million each, paid 
an average tax of only 22 1/2 percent. This represents a striking dif-
ference between the effective rates . of tax actually paid and the general 
statutory rates on such i ncome , which ranged as high as 90 percent in 
these years . 
During the 5-year period these ten individual taxpayers received 
a total net i ncome of $52.6 million from oil and gas properties. This net 
income was computed after all deductions for operating expenses, de-
preciation, basis depletion, exploration costs and losses on unsuccessful 
ventures. These taxpayers also received a total of $9.3 million of net 
income from other sources . Of their aggregate net income from all 
sources, totaling $61.9 million, 77 percent was eliminated for tax pur-
poses through the special deductions. A number of corporate cases in-
volving relatively large tax savings under the spec ial depletion provisions 
are presented . 
This method of reducing taxes is not unusual. Attracted by 
opportunities for preferential tax treatment, many high-income individuals 
have invested heavily in oil ventures. These taxpayers thus reduce cur-
rent taxes on income from any source by the amounts invested in devel-
opment costs , and they obtain sources of future income which are tax-free 
to the full extent of percentage depletion. In addition, corporations in 
unrelated fields, such as brewing companies and manufacturers of ordnance, 
have in recent years found it advantageous to invest profits in mineral 
ventures, particularly oil and gas wells . 
IV. Proposed Revi sions 
The Secretary in his statement proposed that percentage depletion 
for oil , gas , and sulfur be reduced t o 15 percent of gross income and 
that percentage depletion for nonmetallic minerals be reduced to 5 percent. 
The existing 15 percent for metals would be left unchanged. The 50 per-
cent limitation in terms of net income for all groups would be left un-
changed. 
281 
The suggested changes are designed to correct the more exces-
sive special depletion allowances permitted under the present law. The 
scale of depletion deduction in excess of investment costs has been 
particularly large for oil , gas , and sulfur. Also the proposed rate for 
nonmetallics would grant a more realistic type of special depletion 
allowance than the rate selected as a temporary war measure. It is 
believed that the proposed changes will result in a better alignment of 
percentage depletion rates in the light of present conditions. Even at 
the suggested reduced rates of allowance , the tax saving value of the oil 
and sulfur allowances under existing corporation income tax rates will be 
substantially i n excess of what it was when percentage depletion was 
originally introduced for these minerals. 
The Secretary also proposed that oil and gas operators who elect 
to expense intangible drilling and development costs be required to reduce 
income from the property by the amount of such expensed costs in com-
puting their depletion allowances. In the computation of percentage de-
pletion, the gross income and net income from the property with respect 
to which development expenses were previously deducted would be reduced 
each year by the amount of such expenses until such reductions equaled 
the total of such expenses. 
These proposals will retain the desirable incentive effects of 
the right to immediate deductions for recovery of capital invested in the 
development of wells. Oil and gas operators would retain their option to 
deduct these costs, either when they are incurred or later as depletion. 
But the extent to which these operators now enjoy a double deduction for 
the same costs would be r educed. 
V. Effect of Proposed Adjustments on Incentives 
A . The Oil Industry 
For those not familiar with the operations of the oil industry, 
technical details tend to obscure the manner in which the benefits de-
rived from the special tax provisions -accrue to the various types of 
participants in oil operations. Those who are intimately familiar with 
the industry, on the other hand , t end to take for granted the benefits of 
the special tax provisions. In order to evaluate the effects of the pro-
posed revisions, a brief statement of some of the basic relationships 
in the industry may be helpful. 
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Oil operations, as well as most other mineral ventures, involve 
the recovery of materials below the earth ' s surface. Access to these 
materials can be obtained only through the owner of the surface land. 
The land owner is said to have a right to the sub-surface materials, 
and usually must be compensated in some manner before the sub-surface 
area may be explored. This is usually effected through a lease or sale 
of the sub-surface rights with the land owner becoming a potential par-
ticipant in the future mineral production. This is generally referred to 
as a royalty interest , which may be sold either in part or outright. 
The person obtaining the rights to the sub-surface mineral has 
a wide choice of ways to exploit h i s interest. On the one hand he may 
proceed entirely on his own, retaining all of the rights, doing all the 
exploratory work and actual dr i lling of wells , and continuing to operate 
properties yielding productive wells. On the other hand, however, instead 
of handling the operation entirely himself , he may and usually does sell a 
share in the potential product in return for capital contributions or ex-
ploratory and developmental work by others. In still other cases, he may 
retain only a partial interest and allow others to carry through the explora-
tion and development. 
As a result of the divisibi lity of oil and mining interestp, the 
arrangements for the conduct of exploration and development work are 
normally complex. Once the property has proven productive all persons 
having an "economic interest" in the property may deduct from the in-
come received from the property on account of special depletion the per-
centages of gross income specified in the law in addition to all other 
ordinary and necessary producing expenses. 
It is important to note that the allowance for percentage depletion 
is granted with respect to each indivi dual property and not with reference 
to the over -all operations of the taxpayer . The individual property may 
vary in "size from a few acres to one covering thousands of acres. In 
general , a property is defined as the property interest in an area from 
which a person holding such an interest is entitled to a share of the oil 
production. 
In view of the extens i ve subdivision of interests , an oil operator 
usually has a number of different properties . This permits him to deduct 
the higher of cost or percent age depletion on each property and thus ob-
tain a larger allowance on h i s total operations than if he were required 
to use one method or the other for all properties. 
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The special depletion provisions, which have remained un-
changed for oil and gas since 1926, were originally enacted at a time 
when a substantial part of the exploratory risk was assumed by the so-
called independent operator or wildcatter. With the large growth of 
investment in this industry, the pattern of operations has assumed a 
substantially different character. 
One of the principal developments has been the integration by 
large companies of the prospecting function with the actual production, 
transportation, refining and marketing of the product . In place of the 
former predominance of individual prospectors and producers , the major 
integrated oil companies today account for a large fraction of the pro-
duction as well as refining and marketing . As already indicated, they 
now obtain most of the benefits from the special tax provisions. 
The small operators are still an important factor in the oil 
industry, and should be encouraged in common with other small busi-
nesses. The small oil operator now obtains the benefit of lower rates 
under the corporation income tax. The small operator in the oil business 
also may now expense most of his capital costs, a privilege not granted 
to small business in any other industry. 
No one who is familiar with the oil business would underrate 
the significance of the so-called wildcatter even under present day con-
ditions where the bulk of exploratory work is carried on by the large 
integrated corporations. The wildcatter performs a unique function and 
is only fully appreciated by those familiar with the oil community. The 
unusual strikes made by the wildcatter, sometimes where more censer-
vative interests have given up, are no less important than dramatic. The 
pre sent depletion provisions however, do not contribute substantially to 
his preservation. The wildcatter, as the very terrp. signifies, is one 
who is constituted to take the long chance. He is not ordinarily the type 
who is interested in the conservative business of operating an established 
well. 
The gains he usually makes from his ventures are obtained 
from transferring to others the properties he has explored. He usually 
sells his property before or shortly after it is developed. In doing this, 
he now has the ~dvantage of the favorable capital gains treatment from 
the sale of his property. During the developmental state percentage de-
pletion is usually of little or no benefit to him because the expenses of 
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development equal or exceed the gross income from the property, and 
he is therefore unable to benefit from these tax-saving opportunities. 
The depletion deduction is of no value to those without taxable income. 
Instead, the benefits of percentage depletion go to those who purchase 
the property from the wildcatter after it reaches production on an es-
tablished basis. The proposed reduction in the percentage depletion 
allowance would ·have little effect on this type of op'eration. 
The small individual operator who is constantly expanding his 
operations may deduct percentage depletion with respect to his developed 
producing properties. But he would probably pay little or not tax for 
the reason that net income after depletion is devoted to expanding 
activities and charged off as expense until there is no remaining net 
income subject to the tax. 
This situation might be called the story of how to make profits 
in the oil business without paying an income tax. The proposed tax 
revision would decrease the rate of percentage depletion but would 
continue to allow the deduction of development costs. 
The effect of the proposed revision would be to bring this 
taxpayer into the taxpaying class unless he elected to extend his opera-
tions by drilling more wildcat wells. 
In considering the probable effect of the proposed tax rev1s1on, 
it is well to distinguish clearly between those who have actually par-
ticipated in the exploration and development of oil properties, and con-
sequently assur.ne risk, and those who obtain benefits without taking 
risks. The royalty _owner is generally a passive recipient of income 
resulting from the efforts of the wildcatter or independent developer. 
He may clair.n 27 l/2 percent of his royalty income as a deduction, 
although he usually ha·s no capital investment which he would be en-
titled to recover through cost depletion. 
Another type of operator in the oil industry is the so-called 
stripper producer. He is far removed from the prospecting and devel-
opment phase of the oil industry. Oil wells typically rise to a maximum 
production, after which , depending upon the character of the property 
and the restrictions of the State pro-ration agencies, the production 
declines to a point where there is little if any natural flow. When this 
stage is reached, pumping or other force methods are used to continue 
the recovery of oil. This is known as a stripper operation. It is 
frequently carried on by small operators on a high-cost, low-profit 
basis. Because of the low margin of profit, they are sometimes 
referred to as "marginal" operators . . 
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These operators generally are prevented from obtaining the full 
deduction based on gross income specified in the law by reason of the 
net income limitation. In order to obtain the full 2 7 1/2 per cent of 
gross income, the stripper well would have to be so profitable that the 
net income before depletion would amount to 55 percent of gross income 
or t~ice the 27 1/2 percent of gross income allowed by law. The net 
income of stripper wells, however, rarely is this high and in most 
cases percentage depletion for them is determined by the 50 percent 
net income limitation. It often amounts to less than 10 percent of gross 
income compared with 27 1/2 percent that may be taken by the more 
profitable operators. 
B. The Sulfur Industry 
The sulfur producers have made their property acquisitions by 
following closely on the heels of the oil producers since the latter often 
reported sulfur in their dryholes encountered in drilling for oil. The 
sulfur industry does not carry on extensive exploration programs of 
its own but appears to rely on the results of drilling for oil. At the 
present time, the known United States reserves of sulfur are very large, 
being equivalent to approximately 30 years supply at current production 
rates. Moreover, these known reserves are being extended by new dis-
coveries. The sulfur industry has nevertheless enjoyed a liberal de-
pletion allowance. 
C. Taxpayers Producing Natural Gas Only 
Like the sulfur producers, the natural gas industry has relied 
to a considerable extent on the oil producers to discover new reserves 
for the natural gas industry. Of the 7,294 wildcat wells drilled in 1949, 
2. 7 percent were completed as gas wells. 
D. Nonmetals and Percentage Depletion Allowance 
The nonmetals, other than coal and sulfur , cover a wide variety 
ranging from sand and gravel to little known minerals such as thenardite 
and perlite . A large number of these now enjoy the benefits of percentage 
depletion. 
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Most of the nonmetallic minerals are in abundant supply and 
properties containing such minerals may be purchased or leased at 
low cost. The unit cost of such minerals when purchased in the ground 
is frequently one cent per ton or even less. The Treasury's survey 
showed that percentage depletion at the present rate of 15 percent of 
the gross sales value of the nonmetallic minerals in 1947 mounted to 
5 times basis depletion. The supply of many of the nonmetallics 
appears to be virtually inexhaustible. 
It is believed that a 5 -percent depletion rate would be adequate 
in all the nonmetallic cases. This would put these minerals on a 
comparable basis with coal mines . 
Development of Special Depletion Allowances 
The original income tax legislation provided a "reasonable 
allowance," not to exceed 5 percent of gross income, for wasting 
mineral assets. This was later changed to a more specific allowance 
of depletion based on cost or 1913 value. 
Allowances in excess of cost depletion were first granted in 
the form of discovery depletion in 1918 as a measure to stimulate 
mineral exploration for war purposes and to lessen tax burdens on 
small-scale prospectors who made discoveries after years of fruitless 
search . Discovery depletion deductions allowed the discoverer of any 
new mineral deposit to retrieve not only his costs but also the materially 
larger appreciated value of the property at the time its profitability was 
established. 
In the ensuing years , i t became apparent that large corporate 
taxpayers received most of the deduCtions based on discovery depletion. 
Under the h~gh tax rates of World War I and immediate postwar years 
discovery depletion exceeded the income from mines or oil wells and 
even resulted in large amounts of taxable income from other separate 
and distinct lines of business being offset. In 1921 Congress limited 
annual discovery depletion to the amount of net income derived from 
the mineral property, and in _19 24 , this limitation was lowered to 50 
percent of such income. Congressional investigators also pointed out 
that a very minor part of discovery depletion deductions was taken by 
prospectors and wildcatters who were the express object of concern 
in 1918. It was estimated in 1926 "that approximately $10,000,000 out 
of the $300 , 000 , 000, or 3-l/3 percent of the annual deductions for 
discovery depletion (for oil and gas) has gone to the wildcatter". ( 6) 
There was considerable criticism of the continuation of dis-
covery depleti on beyond the war period in which it had first been 
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deemed to be justified. Howe ver , instead of being removed, the special 
allowance was modified in 192.6 to a percentage of gross income in the 
case of oil and gas properties . A s imilar substitution for metals and 
sulfur was made in 1932. The rates on gross income were set at levels 
which it appeared would permit the respective m ineral industries to de-
duct approximately the same t otal annual depletion that they had enjoyed 
in the early 1920's . The 50-percent net income limitation 'was retained. 
The percentage rates on gross income selected in 1926 and 
1932 were designed to provi de depletion deductions approximating those 
of the base period of t he 1920 ' s . It was apparent that as mineral prices, 
and, hence, gross income changed , the amount of depletion allowed for 
a given quantity of mineral would vary wide ly irrespective of the costs 
of the mineral asset to the taxpayer . For example , from 1921 to 1925 
the annual average price of a barrel of crude oil ranged from $ l. 34 to 
$1. 73. At present , the average price of crude_ oil is approximately $ 2.65. 
Thus the percentage depletion deduction per barrel of oil is now between 
53 and 98 percent higher than it was when the 27 l/2 percent rate was 
selected as a substitute for discovery depletion. These and other his-
torical data on the economic condition of the petroleum industry will be 
found in '1Economic Data on t he Petroleum Industry ." 
Since coal and nonmetallics , other than sulfur , had never en-
joyed any significant amounts of d i scovery depletion , the percentage 
rates on gross income for these items were not based on special tax 
depletion experience . Instead, rates were selected t o afford tax relief 
and tax incentives which seemed to Congress reasonable at that time 
as compared to the treatment given oil , sulfur , and metals. 
During World War II , t he percentage depletion rate of 15 per-
(6) Senate Select Committee on Investigation of Bureau of Intern~! Revenue , Partial 
Report, Senate Report 27, 6gth Congress , 1st Session ( 1926), pp. 20 ff. 
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cent of gross income was temporarily granted to specific nonmetallics 
as a wartime incentive measure. The arbitrariness of this rate was 
criticized by members of the Senate Committee on Finance because no 
investigation of the appropriateness of the rate for nonmetallics had 
been made. In 1947, however, the wartime grants were made per-
manent and in addition some items not previously covered were granted 
the special allowance. Since 194 7 a wide range of nonmetallic producers 
who have not been granted percentage depletion have continued to press 
their claims for similar preferential tax treatment. ( 7) 
Economic Data on the Petroleum Industry 
The production of crude oil in the period 1947-1949 was the 
largest in the industry's history. In spite of this greatly increased 
rate of production, known reserves have also been increasing for the 
past 10 years and in 1948-1949 were at their all-time peak. 
The depletion allowance for stripper wells would generally 
be unchanged under the Treasury's proposal. Because of the low net 
income in relation to gross income, the depletion allowance of most 
stripper wells is subject to the 50 percent of net income limitation, 
and would continue to be equal to 50 percent of net income even with 
the proposed reduction in the percentage rate based on gross income. 
Moreover, the production of the stripper wells is primarily dependent 
on cost-price relationships and technological developments. The in-
crease in stripper pr eduction after 1926 is traceable to the gradual 
introduction of the water-flooding method of extraction, first permitted 
by State law in 1921. Stripper production increased in the early wa;l 
years under the stimulus of higher oil prices. Since then production 
has receded to about the same level as in the early 1930's. 
The number of oil and gas wells drilled in 1949 was about 
one-third higher than in the years immediately before the war. Varia-
tions in the rate of oil-well drilling over the years have been responsive 
(7) Within the past three years other bills have been introduced in Congress to extend 
percentage depletion to amblygonite, . oil shale, tripoli, marble, pumice, scoria, limestone, crushed 
stone, perlite, diatomaceous earth, granite, borax, calcium and magnesium carbonates, shell, sand, 
gravel, stone, . and :an other nonmetallic clays and minerals. 
to changes in the price of oil. This suggests the basic importance of 
ordinary profit considerations rather than special tax incentives in oil 
discovery. 
Wildcat wells represent wells drilled in unproven areas as 
contrasted with development wells drilled on proven properties in 
producing fields. They represent the more risky type of oil develop-
ment activity. From these data, it will be noted that the ratio of 
successful wildcat wells to the total has risen since the war to about 
one in five, as compared with one in ten in the prewar years shown. 
This increase in the proportion of successful wells reflects improved 
scientific methods of locating and developing oil reserves. 
STATEMENT OF SECRETARY SNYDER 
BEFORE THE 
SENATE FINANCE COMMITTEE 
July 5, 1950 
2.89 
I am pleased to have an opportunity to appear before the mem-
bers of this Committee as you begin consideration of the tax revision 
bill, H. R. 892.0, which the House of Representatives passed on June 29. 
I read with great interest, Mr. Chairman, your statement that 
the Committee decided to proceed with tax legislation in the full know-
ledge that present plans may need to be altered by the developments in 
Korea. I am glad that the Committee has decided to prepare a bill for 
action with the understanding that it could be halted if conditions later 
indicate that it would be unwise to go through with the legislation. I 
am in accord with this view of the Committee and will present my 
testimony on the basis of this understanding. 
In strengthening our resources for possible eventualities, im-
provement in the Government's fiscal position is a basic requisite of 
national preparedness. 
At the outset I should like to make it clear that the position 
which I have taken on other occasions with respect to our revenue 
system has not changed. It is my conviction that our general objective 
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must be a tax system which yields sufficient revenue during prosperous 
times to meet the necessary expenditures of the Government and to 
leave some surplus for debt reduction. This was the goal expressed 
by the President in his tax message to the Congress last January, It 
is the position I have taken on many occasions in appearances before 
committees of the Congress. It is the only position consistent with 
my responsibility to the American people. 
In the five months since I appeared before the Committee on 
Ways and Means of the House of Representatives in support of the 
President's tax program, it has become increasingly apparent that 1950 
will be one of the most productive business years in our history, in 
terms of the actlJ,.al output of goods and services. During recent months 
there has been growing recognition that the strong upturn in business 
this year is something more than a temporary inventory replenishment, 
as some had characterized it earlier, It is more than a mere rebound 
from the lower production levels of 1949. There is no longer reason to 
question that the business improvements this spring and summer represent 
an important forward movement in our national economy. 
The strength of this movement, in fact, has been so widely 
recognized in recent weeks that I shall not take your time on this 
occasion to go into the details of the business situation. I should like 
to stress, ·however, that personal and business incomes -- the most 
irr:p ortant elements in our revenue potential -- have continued during 
1950 and at a very high leveL Excluding the special insurance dividend 
to veterans, personal incomes this year are well above the corresponding 
period a year ago, and not far from the record figures of 1948. 
The earnings of business concerns, likewise, have continued to 
be exceptionally favorable. Corporate profits before taxes have been 
advancing steadily throughout the past 12 months, and are estimated 
for the first half of 1950 at an annual rate of a little under $33 billion 
-- almost $5 billion higher than a year ago, and not far from the record 
annual total of approximately $35 billion in 1948. You may be inter-
ested to note, in addition, that the present level of corporation profits 
on an annual basis, is more than three times as high as the prewar 
record level of $10 billion in 1929. 
Under these conditions of exceptional prosperity for both in-
dividuals and business concerns, we cannot justify less than a maximum 
effort to meet current expenditures and to further the program for 
reducing our outstanding debt. This pr'inciple is the foundation of our 
financial strength. With relations between nations in a troubled state, 
we cannot afford a short-range approach to the vital matter of the 
financial soundness of the United States Government. 
The Federal deficit for the fiscal year 1950 amounted to $3.1 
billion and is estimated in the President's budget message of January 
at $5.1 billion for the fiscal year 1951. If we do not take active 
measures to reduce deficits during periods of high business activity, 
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we cannot hope to find our economic defenses at full strength to meet 
emergencies -- either in the domestic field, or on the international front. 
The financial strength of our government, as you know, depends 
in part on its income. It depends on income derived from a revenue 
system which is fair and equitable as between taxpayers, adequate to 
meet governmental requirements, and of sufficient size during 
times to make some repayment on debts incurred in the past. 
of the size and importance of the Federal debt and of Federal 
prosperous 
Because 
financial 
operations, it is important also to make certain that our Federal revenue 
system does not hamper business and trade , but as far as possible acts 
to stimulate it. 
The revenue proposals embodied in the bill before you make 
progress toward these goals, which were outlined in the President's 
tax message. But the House bill does not go the whole way. The bill 
in its present form has the merit of making improvements in the equity 
of our tax system. It provides stimulation to business in certain areas 
in the form of lowered excise taxes on various products and services 
still taxed at wartime rates. It also provides lower taxes for smaller 
cot'porations, together with various measures which will be of direct 
assistance to business operations -- for example, more liberal provisions 
permitting the business losses of one year to be deducted from the 
taxable income of other years. The proposals which you are considering 
do not provide, however , for increased revenue, although the need for 
keeping the finances of the Federal Government in a sound condition is 
even greater now than it was at the beginning of the year when the 
President made his tax recommendations. 
I urge the members of this Committee, therefore, to review 
fully the proposals for improving our revenue system outlined in the 
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President's program, which I submitted in detail to t he Committee on 
Ways and Means of the House of Representatives on February 3, 1950. 
I turn now to a discussion of the House bill, first, in the light 
of the President's program and, second, with respect to its detailed 
pr avis ions . 
The Pres i dent ' s Program 
The President ' s program has a three-fold purpose: 
( 1) to improve the fairness of the tax system, 
( 2) to bring in some additional revenue, and 
(3) to strengthen the economy. 
In submitting this program to the Congress, the President 
recognized that in certain limited areas tax reduction was desirable. 
He proposed a conservative excise reduction program which balanced 
the most urgent needs for relief against the constraints imposed by an 
unbalanced budget dur ing prosperity. 
The excise taxes are still at substantially their wartime levels 
and their revision to better conform with present-day competitive business 
conditions is overdue. Judicious reductions in these taxes can make an 
important contribution to an improved revenue system. Not only will the 
tax system be made more equitable for consumers but the changes will 
aid employment and sales in the industries affected . Over the long run 
we should aim to reduce the role of excises in the tax system. 
In view of our budgetary situation, however, the President recom-
mended the closing of an accumulation of tax loopholes as a source of 
replacement revenue for the excise tax reductions . 
In addition, the President recommended that a moderate amount 
of new revenue be obtained partly from the corporation income tax and 
partly from the estate and gift whi ch now are not making a proportionate 
contribution to the Government ' s revenues . 
Recent events have underscored the importance of the objectives 
of the President's · prtJgram. Improvement in the equity and effectiveness 
of the tax structure is especially necessary at a time when taxes must 
remain high. Taxpayers bearing disproportionate and discriminatory 
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burdens must be relieved. Favored groups must not be provided with 
unwarranted opportunity to escape taxes intended to apply generally. 
The Committee on Ways and Means devoted more than four 
months to an intensive study of the President ' s program and gave most 
careful consideration to the s¢parat e proposals . It also explored other 
potential revisions in the tax system and developed a revenue bill which 
goes a long way towards meeting the obj ectives set by the President . 
When important tax revisions are undertaken , it is to be expected that 
the shape of complex legislation covering a wide variety of problems 
will not accord precisely with any single conception of the desired 
objectives. Com promi se is characteristic of the democratic legislative 
process . 
The House bill provides for excise tax reduction on a substantial 
list of commodities and services of mass consumption and relieves a 
number of industries that are in a relatively unfavorable position. 
By closing serious loopholes in the present law , the bill would 
improve both the equity and administration of our tax system and also 
produce substantial revenue offsets to the excise tax reductions. 
The revision of the corporation income tax contained in the bill 
would recoup most of the remaining revenue lost from excise tax reduction 
at the same time that it reduces taxes and eliminates the inequitable 
"notch" provision for the benefit of smaller corporations. 
The principal deficiency of the House bill is its failure to add 
as much strength to the revenue system as the President recommended. 
It does not reduce the present excessive depletion allowances granted oil 
and mineral producers under the income tax but rather extends these 
allowances to new areas. Moreover , it fails to revise and strengthen 
the structure of the estate and gift taxes . 
R. B. Anderson , of Vernon, Texas , who appeared as a represen-
tative of the Texas State School Board , led off for the industry with the 
charge that the Treasury Depart ment is tinkering with the economic well-
being of the country in general and the petroleum industry in particular by 
urging the depletion reduction. 
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He termed the depletion allowance the •lifeblood" of the in-
dependent operators, and stated that if Congress takes it away from 
them or reduces it, it will be cutting the ground from under this group 
of "daring men who have me ant so much to the economic and social 
welfare of our nation." 
Anderson noted that independent operators have accounted for 
78 per cent of the exploratory wells so essential to the continued dis-
covery and development of the vital oil reserves upon which this country 
depends for its progress and securtiy. 
His plea that the present 2 7 1/2 per cent depletion allowance be 
let alone was echoed by the other witnesses during the day, and by the 
Congressmen who took time out to testify against the Treasury Depart-
ment's proposal. 
Among the Congressmen who appeared before the Ways and Me~ns 
Committee were Reps. Oren Harris, Ark.; Michael Monroney, Okla.; 
Charles Vursell, Ill.; Edward Rees, Kansas; Robert Rich, Penna.; 
Patrick Sutton, Tenn. ; and John Miles, N .M. Statements of support were 
filed with the committee by Reps. Hardin Peter sen, Fla., and Lloyd 
Bentsen, Tex. 
Reps. Harris arid Monroney were questioned closely by the 
Committee members but they stuck to their guns and contended that 
any reduction in the industry depletion allowance undoubtedly would 
cause a slackening in the rate of oil discoveries, and eventually would 
affect the economy of the oil states and the country as well . 
Other witnesses testifying before the committee hearing included 
Knight Thornton, of Bolivar, N. Y., representing the New York State Oil 
Producers Association; A. K . Swann, of Evansville, Ind.; and A. J. 
Hardendorf, of Casper, Wyo., an independent oil producer; Glenn Nielson, 
of Cody, Wyo., President of Husky Refining Company and of the Rocky 
Mountain Oil and Gas Association, and Grant Judge, of Houston, Tex., 
an independent tax expert who is a partner in the firm of Arthur 
Andersen and Company. 
Anderson, the Texas School board representative, told the Com-
mittee that the security of the United States -- in peace and war -- is 
involved in the depletion allowance case . He declared: 
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"I cannot avoid the consciousness that we are making a 
decision here that is vital to the fate of the whole world. We 
have authorized the construction of a hydrogen bomb. It has 
been described as an instrument of annihilation -- but without 
adequate fuel , it cannot leave the plains of New Mexico. 
"It can never be directed against any enemy unless we 
have the fuel to protect and deliver it. That fuel must come 
from a hazardous and daring industry, and from a group of 
men who are willing to risk everything they have in the 
search for oil. " 
Anderson also declared : 
"I can only say to you that if we are to have made 
available the oil which is required for our defense , and if 
we are to discover the reserves that are required to insure it , 
we cannot destroy the incentive that has made possible the 
discovery and development of oil in the past." 
The Texan said, that, "If we stop the search for oil, if we hamper 
the activities of exploration and development, the economy of Texas and 
others like it must suffer in direct ratio . That cannot be a wise policy 
in Congress ." 
Anderson challenged the contention of the Treasury Department 
that a reduction in the depletion allowance would increase government 
revenues. To the contrary , the slackening of operations which will result 
will be felt clear back through the allied industries. This , in turn , will 
affect future tax revenue . 
Nielson, President of the Rocky Mountain Oil and Gas Associa-
tion, said the present depletion allowance must be maintained if the 
country ever hopes to obtain and utilize the tremendous reserves of 
petroleum underlying that area .. 
The industry experts have pointed out that the Rocky Mountain 
area could be developed only through " some of the toughest exploratory 
operations and hardest drilling in the nation." That means, " extremely 
expensive operations requiring every bit of the incentive we now have 
for its accomplishment .. " 
CHAPTER VII 
THE RELATIONSHIP BETWEEN THE LOBBYING EFFORTS 
OF THE OIL PRODUCING INDUSTRY AND THE 
CONGRESSIONAL DELIBERATIONS 
Analysis Of The 
SUPPLEMENTARY TREASURY DEPARTMENT STATEMENT 
ON SPECIAL DEPLETION ALLOWANCES 
Presented by Treasury Department Representatives 
To the House Ways and Means Committee 
February 7, l 9 50 
The statement presented by the Treasury Department on special 
depletion allowances before the House Ways and Means Committee is 
full of assumptions and illustrations that tend to confuse the issue and 
mislead the readers about the actual operation of the present income 
tax law relating to the production of oil and gas, 
The following points from the statement by the Treasury Depart-
ment show the weakness of its argument and illustrat the misleading im-
pression created by many of it s illustrations : 
1. "Federal income tax recognizes depletion of wa'sting 
mineral as sets as a deductible cost in determining 
net taxable income , The depletion allowances for 
mineral resources correspond in principle to the 
depreciation allowance for plant and equipment. In 
both cases the purpose is t o allow the taxpayer to 
recover tax-free the capital invested," 
Comment~ 
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The statement that depletion corresponds to depreciation, and is 
designed to allow the taxpayer to recover tax-free the capital invested, 
is incorrect in that the special allowances adopted by Congress in 1918 
and 192.6 were designed to permit the taxpayer to recover discovery 
value in all cases in which it exceeded cost, regardless of how dis-
proportionate value and cost might be. The purpose of the special 
depletion allowances for oil and gas production is to provide an in-
centive for producers to risk capital in replacing the oil and gas pro-
duced by permitting the tax-free recovery of an amount equivalent to 
discovery value or replacement cost. 
In 1918 Congress specifically abandoned the concept of a return 
limited to capital invested in the case of oil and gas production by 
adopting the principle of discovery value depletion. The income tax law 
was modified in 192.6 by the substitution of percentage depletion in order 
to simplify the administration of the tax laws. The rate of 27 1/2 per-
cent adopted for percentage depletion at that time was based on a study 
by the Treasury Department of the depletion sustained during the five 
years 192.0-1924, and was lower than the ratio of depletion to gross 
income in that period. The rate of 27 1/2 percent has provided about 
the right amount of incentive to encourage the necessary risk of capital 
in this hazardous industry over the past quarter of a century. 
2. "No limit is imposed on the aggregate amount which 
may be recovered tax-free under percentage depletion. 
Deductions continue for the life of the property and may 
substantially exceed the actual investment." 
Comment: 
As stated in the comment on point 1, Congress never intended 
to limit the recovery of capital in oil and gas properties to the actual 
investment in the individual properties because of the peculiar hazards 
of the business and the need for special incentive to encourage the search 
for oil. 
3. "In addition to percentage depletion taxpayers are 
allowed to deduct as current expense a substantial 
part of the capital costs of developing mineral 
properties. The amounts deducted as expense in 
this way do not reduce the future percentage de-
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pletion allowance since this allowance is computed 
as a prescribed percentage of the gross income from 
the property, without regard to the investments it 
represents. These provisions, in combination, result 
in a double deduction, once when the costs are incurred 
and again~ '· through percentage depletion," 
Comment: 
The duduction of intangible development costs does eliminate o.r. 
reduce the percentage depletion allowance during the course of develop-
ment of a lease, and the development frequently extends over a number 
of years, The purpose of the option to expense intangible development 
costs ··is different from that of the depletion allowance , The option to 
expense the intangible development costs is designed to provide for a 
current return of that expenditure, whereas the percentage depletion 
allowance is an incentive designed to encourage and permit the replace-
ment of oil and gas as produced, 
4. " Comparison of the development cost deductions with 
the excess of percentage over basis depletion for these 
two years indicates that for every $3 allowed as per-
centage depletion another $2 was deducted as development 
costs," 
Comment: 
This comparison between percentage depletion and intangible 
development deductions is meaningless, as brought out in the questioning 
of Mr. Kirby by Congressmen Boggs and Combs, As previously stated 
the provisions of percentage depletion and the expensing of intangible 
development costs are unrelated and were adopted for different purposes. 
5, " While special depletion treatment has often been ad-
vocated as a means of aiding the small prospector or 
ore producer, the facts show that the bulk of the 
benefits of this treatment go to an entirely different 
type of taxpayer, 
" A high proportion of the excess depletion is received 
by corporations whose major activity was other than 
mining and quarring. In 1946, for example $345 
million or more than 70 percent of the total excess 
was deducted by manufacturing enterprises (notably 
in the petroleum field) representing large integrated 
firms whose predominant industrial activity was not 
mineral extraction. ,!' 
Comment: 
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The Treasury Department admits that it does not have an analysis 
of the deductions claimed by individuals and partnerships under the special 
allowances for oil and gas production. It estimates that corporations 
account for about 80 percent of the depletion deductions claimed by all 
taxpayers . It stands to reason that the deductions received by individuals 
and corporations under these special allowances are closely in proportion 
to the production and development activities. In fact, individuals probably 
receive relatively greater benefits from these . allowances than corpora-
tions because the individual income tax rates reach levels well above the 
corporate rate. 
The statement contends that a high proportion of the excess de-
pletion is received by corporations whose major activity is other than 
mining and quarrying. It says that more than 70 percent of the total 
excess was deducted by manufacturing enterprises, notably in the petroleum 
field, represneting large integrated companies whose predominant indus-
trial activity was not mineral extraction. This point depends on classifi-
cation made by the government as to character of operations of integrated 
companies . The mere fact that an integrated company has manufacturing 
activities does not prove that its predominant activity is manufacturing, 
although under the government classification it is listed as a manufacturing 
corporation. For a number of integrated companies production is un-
questionably the predominant activity and even for other integrated com-
panies production is a very substantial part of their total activity. The 
special allowances apply to the oil and gas production activity regardless 
of whether carried on by integrated or non-integrated corporations, in-
dividuals, or partnerships . The statement that integrated companies en-
gaged in part in mineral extractions have wide opportunities for offsetting 
losses on extractive ventures against income for their other types of bus-
iness activity is irrelevant, since there is no intention on the part of 
Congress to exclude concerns that may engage in other activities from 
extractive ventures. 
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6 . "About three-fourths of the total depletion allowances 
and of the excess of percentage over basis depletion 
was received by corporations with assets of at least 
$ 100 million. By cont rast these firms received slightly 
less than two-thirds of t he total gross income from 
mineral production." 
Comment: 
Through the use of the wor ds "by contrast " , the statement tends 
to make it appear that the proportion of depletion allowances received by 
corporations with as sets of at least $ 100 million is far out of line with 
their gross income . As a matter of fact , the two ratios cited of two-
thirds and three -four ths are relatively close together . Furthermore, the 
statement fails to call attention to the fact that the corporation with 
assets of $100 million had approximately 80 percent of the net income. 
By that comparison it would appear that the proportion of depletion 
allowance is relatively sm~ller for large corporations than for the 
smaller ones . It appears that this statement is designed to mislead 
the reader and confuse the issue. 
7. "One of the most inequitable results of the special 
depletion allowances is their effect in freeing in-
dividual taxpayers from their fair share of taxes. 
Comment : 
The statement refers t o speci al depletion allowances as a means 
by which individual taxpayers reduce the i r taxes . It fails to point out, as 
shown by the figures referred to that the principal reason for reduction 
in the individual income tax is t he amount spent on development costs 
rather than the percentage depletion allowance. The table shows that 
the individual who pai d an income t ax of 63 . 5 percent of the net income 
as calculated by the Treasury Department engaged in no development 
activities , and that the individual who paid less than one percent income 
tax spent more in development activities than his net income from oil 
and gas and almost as much as his t otal net income from all sources. 
The Treasury Depart ment is not recommendi ng that the opportunity to 
expense intangible development costs be eliminated, so that it couldn't 
have based its cr iticism of the differences in tax rates .on th i s point . 
Therefore, it has again presented a m i sleading statement by conveying 
the impression that the differences in tax rates are due t o the depletion 
allowance . 
8 ~ "Even at the suggested reduced rates of allowance, 
the tax-saving value of the oil and sulfur allowances 
under existing corporation income tax rates will be 
substantially in excess of what it was when per-
centage depletion was originally introduced for these 
minerals ." 
Comment : 
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The oil allowance was passed by Congress as a method of de-
termining net income subject to tax. There is no basis for criticising 
the increase in the tax-saving values of such provision, because of t?e 
increase in tax rates or the change in prices , since Congress adopted 
a method that related depletion to value rather than a method setting 
depletion at a fixed amount . Depletion at the rates in effect since 1926 
has worked well to accomplish its intended purpose during a period in 
which tax rates and oil prices and costs have been at various levels. 
9. "The Secretary also proposed that oil and gas operators 
who elect to expense intangible drilling~> c;uid development 
costs be required to reduce income from the property 
by the amount of such expensed costs in computing their 
depletion allowances. In the computation of percentage 
depletion, the gross income and net income from the 
property with respect to which development expenses 
were previously deducted would be reduced each year 
by the amount of such expenses until such reductions 
equalled the total of such expenses . " 
Comment : 
This proposal amounts to a recommendation that Congress 
adopt a retroactive change in tax provisions affecting allowances over 
many prior years . The language of this proposal refers not only to 
intangible development costs incurred in the future, but to all the in-
tangible developments expensed in the past on properties still producing. 
The application of such proposal to the past is even more vicious than 
its recommendations for the future . The option to expense intangible 
development costs is for a different purpose than the percentage de-
pletion allowance , and the two should not be considered together in the 
manner proposed by the Treasury Department. 
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10. "The special depletion provlslons, which have remained 
unchanged for oil and gas since 1926, were originally 
enacted at a time when a substantial part of the ex-
ploratory risk was assumed by the so-called independent 
operator or wildcatter. With- the large growth of invest-
ment in this industry, the pattern of operations has 
assumed a substantially different character. 
Comment: 
The statement is made that the pattern of operations in the industry 
has assumed a substantially different character since 1926. The Treasury 
Department makes the erroneous allegation that the bulk of exploration 
work is now carried on by large integrated companies. Small operators 
have continued to be very active in exploration and development, and 
there is no evidence that their share in the work has decreased since 
1926. 
11. "The wildcatter, as the very term signifies, is one wh~ is 
constituted to take the long chance. He is not ordinarily 
the type who is interested in the conservative business 
of operating an established well." 
Comment: 
It is not true that wildcatters are not interested _in operating 
established wells. Almost without exception the principal exploration 
activity is carried on by operators and companies engaged in producing 
oil. The Treasury Department describes the business of operating an 
established well as "conservative". This shows a lack of understanding 
of oil production, which is still a hazardous business and can only be 
classified as conservative in relation to the extremely hazardous activity 
of exploration. 
12. "Instead, the benefits of percentage depletion go to those 
who purchase the property from the wildcatter after it 
reaches pr eduction on an established basis." 
Comment: 
The present law permits a wildcatter who establishes production 
to realize the benefits of his efforts and success by means of percentage 
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depletion. Even if the wildcatter sells a property , the price he realizes 
on it is influenced by the tax regulations which will apply to the pur-
chaser. Operators who purchase properties at the present prices will 
generally find that cost depletion is more than percentage. depletion, so 
that it is principally the wildcatter and developer of oil resources that 
benefits from the percentage depletion allowance. 
ways: 
13. "This situation m i ght be called the story of how to 
make profits in the oil bus i ness without paying an 
income tax. The following example illustrates the 
method of avoiding tax liability." 
Comment: 
The Treasury Department again misrepresents the facts in two 
( 1) By referring to the illustration as a method of " avoiding 
tax liability" the Treasury Department implies an evasion 
of taxes which is not true because the taxpayer has com-
plied fully with all the provisions approved by Congress 
and the Treasury Department. 
( 2) By limiting its example to the results of one year of 
hypothetical operations. 
There is nothing new in the hypothetical illustration that the 
amount of income subject to taxes may be reduced by drilling wells, 
as provided by the Congress to encourage development of additional oil 
reserves. The fact that a change in the percentage depletion allowance 
might subject to income tax an operator who would not pay income de-
pletion allowance might subject to income tax an operator who would not. 
pay tax under the present provisions only proves that the Treasury De-
partment's proposal would increase taxes on oil production and reduce 
the incentive for future development . It i s necessary to consider the 
effect of the proposed tax change not merely for one year but for many 
years in the future. The more capital an operator puts back into successful 
development now , the more production and income will be subject to tax 
later after development is completed. Future tax revenues will be reduced 
if capital investment is discouraged and hampered. 
14. " The royalty owner is generally a passive recipient of 
income resulting from the efforts of the wildcatter or 
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independent developer . He may claim 2 7 1/2 percent 
of his royalty income as a deduction, although he 
usually has no capital investment which he would be 
entitled to recover through cost depletion." 
Comment: 
Royalty owners very often are landowners, particularly farmers, 
and royalty income arises as part of the industry's method of operation. 
All royalty owners, whether their interest is acquired through land owner-
ship or purchase, have a capital investment and value which is entitled to 
protection under the tax laws. Congress never intended to deprive thou-
sands of landowners and royalty owners of fair treatment on the same 
basis as all" other owners of oil. Many royalty owners are also engaged 
in the development and pr eduction of oil. 
15. "At present, the average price of crude oil is approximately 
$ 2.65. Thus the percentage depletion deduction per barrel 
of oil is now between 53 and 98 percent higher than it 
was when the 27 l/2 percent rate was selected as a substi-
tute for discovery depletion. 11 
Comment: 
The cost of replacing crude oil is now also substantially higher 
than in the period 1921-1925 , so that the comparison with that period 
proves nothing as to the proper level for the depletion allowance under 
current conditions. The evidence as to replacement costs currently shows 
that the allowance 27 1/2 percent is certainly not excessive and may be 
inadequate. 
16. "Data presented indicates that the number of oil and gas 
wells drilled in 1949 was about one-third higher than in 
the years immediately before the war. Variations in the 
rate of oil-well drilling over the years have been responsive 
to changes in the price of oil. This suggests the basic 
importance of ordinary profit considerations rather than 
special tax incentive in oil discovery. 11 
Comment: 
The Treasury Department statement attributes variations in the 
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rate of oil-well drilling to changes in the price of oil and suggests that 
this factor is of basic importance rat her than special tax incentives in 
oil discovery. The incentive to drilling is not the price level but the 
profit margin, which is influenced by tax provisions as well as by the 
price level. The reference to t he fact that the number of wells drilled 
in 1949 was about one-third higher than in the years immediately before 
the war overlooks the even larger increase of more than 50 percent in 
demand and production during the same period. 
17. "From these data , it will be noted that the ratio of 
successful wildcat wells to the total has risen since 
the war to about one in five, as compared with one in 
ten in the pre-war years shown. This increase in the 
proportion of successful wells reflects improved scientific 
methods of locating and developing oil reserves. " 
Comment: 
The statement that the ratio of successful wildcat wells is better 
than in prewar years conveys the impression that the risks in ·finding 
petroleum are decreasing , but the facts are quite to the contrary. The 
risks of exploration and development of oil are increasing because of 
the larger proportion of deep, expensive wells, the smaller size of 
fields being discovered , the small amount of reserves per acre being 
developed, and the greater proportions of dry holes in determining the 
productive limits of new fields. A report to the American Association 
of Petroleum Geologists shows that new discoveries with reserves of 10 
million barrels or more have declined to about five percent of total 
discoveries in recent years compared with an average of 18 percent in 
the years 1938-1940. It takes more money to locate a given amount of 
oil now than it did before the war. In spite of the application of expensive 
scientific methods , the risks and costs of finding and developing oil are 
increasing. 
18. In his statement to the Committee Secretary Snyder made 
the following statements: 
"The reduction of pe r cent age depletion would tend to 
reduce windfalls while protecting incentives for ex-
ploration." 
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"Together these proposals would remove the more 
obvious inequities of the present system without 
interfering significantly with production incentives." 
Comment: 
Reduction of the rate of depletion from 27 1/2 to 15 percent 
obviously does not protect incentives and practically reduces in half 
the incentive for production. 
PERCENTAGE DEPLETION FOR OIL AND GAS 
President Truman's ' and Secretary Snyder's reference to the per-
centage depletion allowance as a "loophole" is incorrect and misleading. 
A tax provision that has been repeatedly and carefully reviewed and re-
enacted by Congress for a third of a century becomes an established 
national policy·· which obviously cannot be termed a "loophole". Such 
legislative confirmation is recognized by Secretary Snyder as a part 
of his statement before this Committee. 
As distinguished from depreciation; percentage depletion allow-
ance was intended by Congress to provide not only for a r~turn of cost 
but _als.o a necessary incentive to risk-taking. This encouragement is 
essential to impel capital re-inve%tment and to attract the new capital 
needed to assure an adequate supply of oil required to meet steadily 
expanding national needs. The percentage depletion allowance has long 
been the policy of Congress to encourage the exploration and develop-
ment of petroleum reserves in the United States by recognizing the 
extraordinary hazards and other peculiarities of the industry. 
The record of the petroleum industry in the last 25 years is 
positive proof that this percentage depletion allowance has accomplished . 
its purpose, in the face of a three -fold increase in total petroleum demand. 
During these 25 years the oil producing industry has: 
1. Reinvested or "put back into the ground" approximately 
25 billion dollars of oil income for the purpose of finding 
and developing U. S. oil reserves; 
2. Drilled about 640 , 000 wells, of which 170, 000 wells 
or 27 percent failed to produce oil or gas and were 
a complete loss (over 36 percent of the wells drilled 
in 1949 were failures) ; 
3. Discovered and developed 48 billion barrels of new oil 
reserves -- more than one and a half times the volume 
consumed ( 31 billion) ; 
4. Fueled the greatest war in history by supplying 6/7ths of 
all the oil used by the United States and her allies; 
5. Ended the 25 year period on January l, 1950, with the 
largest proved reserves in history, available for peace 
or war; 
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6. Employed two million persons directly and made possible 
the employment of many millions more in other industries 
which are directly dependent upon the discovery and 
development of adequate oil r ,eserves to meet the expanding 
future · demand. 
These accomplishments will continue to benefit the entire nation. 
During this same 25 year period the prices of oil products to the con-
sumer have been consistently lower than other commodities, according to 
Government statistics . The profits of the oil industry during this period 
have been moderate and Government and industry statistics show that a 
constant de cling percent of net earnings has been paid the stockholders. 
Because of the increasing amount of funds required to discover and de-
velop new reserves industry statistics indicate that during the 15 years, 
ended with 1948, dividends paid to stockholders have reached five percent 
of net worth in only two years . The history of the petroleum industry is 
proof that the percentage depletion allowance did provide the incentive 
necessary to accomplish the expansion required to meet the three-fold 
increase in petroleum demand. There is equally definite proof today 
that the percentage depletion provisions should be maintained and in 
\ fact increased in order to provide adequate future oil reserves. Since 
1918 petroleum demand has increased more than five times while proved 
crude reserves had increased approximately four times . In addition it is 
becoming increasingly more difficult and costly to discover new sources. 
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In 1948 a year of great activity in the petroleum industry and 
a year in -..yhich the Treasury Department says the depletion allowance 
was excessive, statistics on thirty of the largest oil companies show 
that after payment of income taxes and a moderate return to stockholders, 
these companies found it necessary to borrow substantial sums of money. 
Every dollar taken from the oil industry by increased taxes would 
inevitably result in less exploratory and drilling activities in the United 
States, a lower volume of new discoveries, a decreased productive capacity 
to meet consumer requirements, and additional hardships to the thousands 
of small marginal producers. The resulting disruptions of the oil in-
dustry economy would ultimately cause a decline in national income, in-
creasing unemployment, reduced tax revenues and insufficient supply of oil. 
The fore going facts lead to the inevitable conclusion that the wis-
dom of Congress in providing percentage depletion has been one of the 
best legislative contributions it has ever made to the national welfare 
and safety. The responsibility of Congress to legislate in the public 
interest will not permit it to accept the recommendations of the Treasury 
Department with respect to long established percentage depletion pro-
visions affecting the oil and gas industry. 
THE TAX PROVISIONS FOR OIL DEPLETION 
For the past quarter of a century the income tax laws of the 
Federal Government have contained in unchanged form, provisions for 
the "depletion" of oil reserves. The Treasury Department now proposes 
a change in these provisions to obtain additional revenue. 
The primary purpose~ of the depletion provision is to assure an 
adequate supply of oil to meet national needs. When a barrel of oil is 
produced and sold, a part of the income must be reinvested in searching 
for and developing new oil reserves to replace those being consumed. 
According to a comprehensive study prepared in 1946 by an industry 
advisory committee to the Government, the oil producing industry nor-
mally reinvests over 60 percent of its total income in oil exploration 
and development. The depletion provision (27 1/2 percent of total 
income) is designed to encourage this activity. 
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It is unnecessary to speculate as to the effects of the depletion 
provision, The results may be found in the factual record of the oil 
industry. During the past 25 years under the present depletion pr a-
visions, the oil producing industry in the United States has: 
( 1) Reinvested or "put back into the ground" approximately 
25 billion dollars of oil income for the purpose of finding 
and developing U, S. oil reserves, 
(2) Drilled about 640,000 wells, of which 170,000 wells or 27 
percent failed to produce oil or gas and were a complete 
loss of investment (over 36 percent of the wells drilled in 
1949 were failures), 
(3) Financed a drilling program totalling more than 2 billion 
feet -- sufficient to drill through the center of the earth 
almost 50 times. 
( 4) Discovered and developed 48 billion barrels of new oil 
reserves -- more than one and half times the volume 
consumed ( 31 billion). 
( 5) Fueled the greatest war in history by supplying 6/7ths of 
all the oil used by the United States and her allies. 
( 6) Ended the 25 year period on January 1, 19 50 with the 
largest proved reserves in history, available for peace 
or war. 
(7) Developed the oil and gas resources of the United States 
to the point where they contribute almost half of the total 
mineral wealth of the nation, with close to 2, 000,000 per-
sons directly employed by the industry, thereby generating 
billions of dollars of national income on which to base 
tax revenues. 
These accomplishments have . benefite:rl the entire Nation. At 
the same time, the price of oil products to the consumer has been 
consistently lower than other commodities according to Government 
statistics. The oil industry has not enjoyed unusual profits for the 
perfectly obvious reason that, if it had, other industries would find 
themselves without funds in the rush to divert all investments to oil. 
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The present depletion provisions have proved to be effective, 
practical to administer, and equitable to the tax payer. A reduction in 
these depletion provisions would automatically and directly reduce the 
incentive and the income available for oil exploration and development. 
There can be no other conclusion. An authoritative industry survey of 
the U. S. oil supply shows conclusively that a decline in income means 
less drilling and less oil discovered. 
An adequate supply of oil is essential to the Nation's prosperity 
on which income tax revenues are based. It is 
security, according to our military authorities. 
proposal endangers both the Nation's economic 
even more vital to national 
The Treasury Department's 
welfare and safety. 
BRIEF HISTORY OF 
THE OIL AND GAS "DEPLETION" PROVISIONS 
OF THE FEDERAL INCOME TAX LAWS 
Provisions for "depletion" of oil and gas wells in computing 
taxable income have a long and established legislative background. The 
history of these provisions shows that Congress developed them after 
exhaustive study and experiment, carefully reviewed them on numerous 
occasions, and maintained them as a necessary and sound part of our 
tax structure. 
1913 
The Revenue Act of 1913 contained no direct reference to oil 
and gas but provided a "reasonable allowance" for the "exhaustion" of 
property not to exceed 5 percent of gross income . This first law was 
an experiment as Congress had no experience on which to determine a 
proper allowance. It did constitute, however, legislative recognition of 
the need for such an allowance for wasting mineral assets. 
1916 
- .-.-
In the 1916 Revenue Act, provision was made that oil and gas 
wells should have "a reasonable allowance for actual reduction in flow 
and production". These early provisions were based on cost, or 1913 
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value, and experience demonstrated that they failed to provide sufficient 
funds or incentive to discover and develop as much oil as the Nation 
required. 
1918 
The Revenue Act of 1918 was extremely important because Con-
gress recognized in this Act, for the first time, the necessity for providing 
an incentive to the oil industry and certain other industries. This incentive 
was provided by allowing the use of "discovery value" instead of cost as 
a basis for depletion. The basic Congressional argument for this pro-
vision was stimulation of oil discovery and development, recognizing the 
peculiar hazards inherent in oil exploration and development. 
1921 
The basic policy established by Congress in 1918 proved to be 
sound and the threat of an oil shortage was overcome as the new tax 
provisions encouraged the industry to increase its finding and develop-
ment efforts . The 1921 Revenue Act provided that discovery depletion 
should not exceed the net income from the mineral property before de-
pletion. 
1924 
Further experience under discovery depletion prompted Congress 
to limit discovery depletion to 50 percent of the net income before de-
pletion. The practical difficulties and inequities involved in determining 
the "discovery value" created endless administrative problems and it 
became increasingly obvious that a simplified method of administering 
the basically sound policy was needed. 
1926 
The Revenue Act of 1926 revised the method of calculating dis-
covery depletion by establishing a percentage provision of 27 1/2 per-
cent of gross income, not to exceed 50 percent of net income before 
depletion. This percentage method was more practical to administer 
and placed all taxpayers on an equal basis. The percentage (27 1/2 
percent) was related to the actual experience since the 1918 Act but 
based on discovery value. This percentage method has been in effect 
throughout the quarter of a century since 1926. 
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1928 and 1932 
The percentage depletion provisions of the 1926 Act were 
continued by Congress. 
1934 
In considering the Revenue Act of 1934, the Congress reviewed 
carefully the experience under the percentage depletion provisions. After 
lengthy study and debate, the percentage depletion provisions established 
in 1926 were continued unchanged. 
1936 
The Commissioner of Internal Revenue, in discussing the 1936 
Revenue Act, testified before the House Ways and Means Committee that 
the Treasury Department, with regard to the depletion provisions, "would 
not want to see any change". Congress made no change in these pro-
visions. 
1937 -- 1941 
The percentage depletion provisions were brought up for considera-
tion in v·arious revenue acts and no change was made. 
1942 
In consideration of the Revenue Act of 1942, the depletion pro-
visions received a most comprehensive and detailed review by Congress. 
The success of these provisions in assuring adequate oil supplies for 
World War II was demonstrated conclusively and the provisions were 
continued. 
Summary 
The legislative history of the present depletion provisions supports 
the following conclusions: 
( 1) Percentage depletion of 27 1/2 percent for oil and gas 
wells is practical to administer and equitable to tax-
payers. 
( 2) It has been carefully reviewed periodically by Congress 
for a quarter of a century and continued in unchanged 
form as a sound tax policy. 
(3) It has proven, beyond question, to be a necessary and 
effective means of assuring an increasing oil supply 
essential to the Nation's economic progress and safety. 
WHY 27 1/2 PERCENT? 
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A member of the Ways and Means Committee asked whether 
there was any basis for the present 27 l/2% rate. He seemed to have 
the impression that there was no more support for the figure of 27 l/2 % 
than for the 15% rate or any other rate . 
The record indicates that percentage depletion was intended as 
a substitute for discovery depletion which had been allowed for a period 
of years but which had proved to be difficult to administer. The report 
of the Senate Finance Committee (69th Congress, lst Session, S. Rept. 
52) stated: 
"The administration of the discovery provision of existing 
law in the case of oil and gas wells has been very difficult 
because of the discovery valuation that had to be made in 
the case of each discovered well. In the interest of simplicity 
and certainty in administration, your committee recommends 
that in the case of oil and gas wells the allowance for depletion 
shall be 25 per cent of the gross income from the property 
during the taxable year. The provision of existing law limiting 
this amount to an amount not in excess of 50 per cent of the 
net income of the taxpayer from the property is retained." 
The 25% rate recommended by the Senate Finance Committee 
was subsequently increased to 30% on the Senate floor. Amendment 
No. 6 of the Conference Committee Report recommended that the de-
pletion allowance be 27 l/2 per cent of the gross income and that was 
the rate finally enacted and still in effect. It is a compromise between 
the 25o/o rate recommended by the Senate Finance Committee and the 30% 
rate later voted by the Senate. 
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The Senate Congressional Record for 1926 -- pages 3761 to 3777, 
inclusive, contains the discussion and debate on the Senate Finance 
Committee's Report recommending a 25% depletion allowance. It shows 
clearly that the 25% . rate was considerably lower than the average de-
pletion allowance under discovery depletion. The following excerpt is 
taken from pages 3763 and 3764. It indicates that, according to a study 
made by the Treasury Department of 50 taxpayers engaged in the pro-
duction of petroleum, a rate of 37 1/2% to 40% would more nearly 
approximate the allowance under discovery depletion. 
"MR. REED of Pennsylvania. The Treasury Department 
selected at random 50 taxpayers engaged in the production of 
petroleum for the three -year period 1918, 1919, and 1920, and 
again for the three-year period 1921, 1922, and 1923. The re-
sult shows the percentage of depletion to gross income for 
those years, and I ask Senators to follow the figures carefully 
because some of them are pretty startling. 
"In 19 18 the gross income was $15,900,000. I will omit 
the odd figures. The depletion allowed for net income was 
$5,195,000. In other words, 32 per cent of the gross income 
of those taxpayers was excluded from the payment of income 
tax that year. In 1919 the gross income of the 50 taxpayers 
was $26,748,000, while the depletion allowances were $ 11,169 ,.000, 
or 41.76 per cent of their income. In 1920 their gross income 
was $57,984,000 and the depletion allowances $21,640,000, or 
3 7 per cent of the income. The average amount of the reduction 
from their gross income in that three-year period was 37.75 
per cent. 
"The law was changed and I ask Senators to follow the 
results for the next three years. In the first period of three 
years there was no limitation in the law on the amount of 
depletion that could be taken, but in the 1921 law a limitation 
of 100 per . cent of the net income was established. In the 1924 
act this was reduced to 50 per cent, but we have not any 
cases under the 1924 act . 
"In 1921 the gross income of those taxpayers was $38,412,000 
and the depletion allowances were $21,590,000, or 56.20 per 
cent of their gross income . That, it should be understood, is 
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the amount that is claimed by those taxpayers. There are 
a number of audits pending and it is to be hoped or expected 
that the Government would not acquiesce in those high allow-
ances . But that is what their returns show they have deducted 
from their taxable income on the score of depletion. 
"MR. HARRELD. The 1919 and 1920 cases have been 
audited, and the figures were based on audited accounts? 
"MR. REED of Pennsylvania. I think that is true. If it 
is not true in every case, it is so in nearly every case. 
"In 1922 they reported gross income of $28,593,000 and 
charged off $ l 7, 842,000 for depletion, or 62.39 per cent of 
their income. That again I think is apt to be reduced by the 
time the auditors get to it. In 19 23 they reported $21,031,000 
gross income and took off $10 ,911 , 000 in depletion deductions, 
or 51.85 per cent. 
"MR. COUZENS. How many companies were involved in 
those figures? 
"MR. REED of Pennsylvania. Fifty companies. I may say 
that these 50 companies are none of them engaged in marketing 
refined products. If we took cases involving such companies, we 
would get into complications of their income from refining opexa-
. tions and that would obscure the lesson we can draw from the 
figures. 
"MR. SMITH. Were the last figures the Senator quoted under 
the 50 per cent limitation? 
"MR. REED of Pennsylvania. No. That limitation was put 
into the 1924 law. 
"MR. SMITH. This was where in the judgment of the de-
partment it might go as high as l 00 per cent? 
"MR. REED of Pennsylvania. This was where under the 
19 21 act the depletion was limited to l 00 per cent of the net 
income. 
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"MR. HARRELD. What was the per cent in 19 19? 
"MR. REED of Pennsylvania. The percentage for 1919 
was 41.76. 
"MR. SACKETT. Does the 50 per cent refer to net income 
or gross income? 
"MR. REED of Pennsylvania. It refers to net income, and 
the Senator will find the provision on page 22, line 12. On that 
page appears the Finance Committee's solution or attempted 
solution of this very difficult problem. 
"MR. GOFF. Mr. President , will the Senator yield? 
"MR. REED of Pennsylvania. I am glad to yield to the 
'Senator from West Virginia . . 
11 MR. GOFF. As I understand these figures which the 
Senator from Pennsylvania has just read into the Record, they 
would admit of the interpretation that the computations of the 
Treasury Department show that a 35 per cent allowance based 
upon those figures is necessary to maintain the capital account 
of the industry. 
"The depletions which had theretofore been made, beginning 
in 1918, 1919, and 19 20, would average, the Senator said a 
moment ago, about 37 1/2 or possibly 40 per cent if we are 
to maintain strictly the capital account of the investment. 
"The purpose of the depletion allowance is to enable the 
operator to maintain his capital account, inasmuch as he is a 
discovered operator rather than one who is maintaining a 
settled industry. 
"It seems to those who are operating upon a discovery 
basis that, if they are to be allowed only 25 per cent for 
depletion, then, as soon as the flush period of the well has 
passed, the 25 per cent depletion allowance will obviously in-
vade the capital account, and to that extent deprive them of 
the incentive as well as the opportunity to continue in the 
reproduction of oil." 
317 
Page 3773 -- Congressional Record of Senate -- 1926 
"MR. SMOOT. When the question was first brought to the 
attention of the committee I spent considerable time trying to arrive at 
a figure that would be just to the Government and just to the miner. In 
consultation with the miners they insisted that they should have 40 per 
cent and that nothing short of 40 per cent would answer. Later there 
was a representative of the Kansas oil people particularly who so insisted. 
"The decision by the representatives of the oil people was that 30 
per cent was absolutely necessary. But taking into consideration the report 
made by the Couzens committee, together with the information furnished by 
the department, which I think showed an average of about 37 per cent, the 
committee finally decided that they would report the 25 per cent provision 
as has been done. I really believe that that is as low a percentage of 
allowance as we ought to impose upon the industry. I have come to 
the conclusion that it would hardly be fair to make it less than that, 
although it is said that 20 per cent would be sufficient. I am sure from 
the investigation I have made that if 35 per cent is not given them, which 
is what they have today, perhaps they are entitled to 25 per cent. That 
is, my investigatio~ leads ~e to that belief." 
THERE IS NO "DOUBLE DEDUCTION" 
Treasury witnesses have charged that the percentage depletion 
deduction and the intangible drilling cost deduction give the oil and gas 
industry the benefit of a "double deduction". This subject should be 
clarified once and for all -- there is no double deduction. 
Actually, there are two separate and distinct deductions: 
( l) The percentage depletion deduction; and 
( 2) The deduction for intangible drilling and 
development costs. 
These have two separate and distinct purposes . 
The percentage depletion provision results in the tax-free 
recovery of the capital value of the oil and gas discovered by the 
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operator, Having made a discovery of underground reserves, the operator 
has reduced to his possession an asset of tangible market value upon 
which he could realize readily by immediate sale. Regardless of whether 
he elects to operate the property or sell the reserves of oil and gas in 
the ground, the fact remains that when any part of the discovery is pro-
duced the value of the property is reduced proportionately , In other 
words, production depletes the capital value of the property and the 
percentage depletion provision merely ,gives recognition to this fact, 
For more than thirty years Congress has recognized in the in-
come tax laws the right of the t axpayer to recover tax-free the capital 
value of his mineral deposits, Such recognition was originally accorded 
through the provision for depletion based upon "discovery value", In 
order to simplify the administration of the tax laws, Con~ess in 1926 
substituted the percentage depletion deduction. The rate of 2 7 l /2 per 
cent of gross income adopted at that time was based on a study by the 
Treasury Department of the discovery value depletion sustained during 
the five years 19 20-19 24. 
The deduction for intangible drilling and development costs imply 
results in the tax-free recovery of actual capital outlays by the operator 
and is directly analogous to deductions for depreciation of physical plant 
and equipment. The deduction arises because oil and gas producers have 
the right , pursuant to a binding election, either to charge the intangible 
costs represented by wages, fuel, freight, etc., incurrec in drilling ~il 
and gas wells to capital account, or to deduct them as current expense. 
The Treasury's mention of "double deduction" is bas.ed solely 
on the fact that the write off is called '' depletion'' in the rare case in 
which a taxpayer elects to treat development costs as capital investment ~ , 
This "double deduction" notion is clearly inconsistent with the typical 
fact situation in the industry. The right to deduct intangible drilling costs 
as an expense of doing business was already established by regulation 
when the percentage depletion provision was enacted. Congress knew of 
this regulation and obviously intended that both deductions be allowed 
concurrently and separately. In 19 4 2 and again in 1945 Congress re-
iterated its approval of the intangibl e drilling cost regulation. 
Furthermore , it is to be noted that although the Treasury makes 
this charge of double deduction it nevertheless actually admits that both 
the deduction for percentage depletion and the intangible drilling and 
development cost should be continued. Their proposal is simply to 
reduce the effective amount of percentage depletion in two ways: 
1. By reducing the percentage applicable to gross income 
from 2 7 1/2 percent to 15 percent, and 
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2. By reducing the gross income by the amount of intangible 
drilling and development costs fo; the sole purpose of 
reducing the base to which the percentage rate is to be 
applied. 
Under the latter provision an increase in drilling would serve to decrease 
the percentage depletion deduction, which is exactly the opposite of what 
the two deductions were intended to accomplish , namely, to encourage 
and stimulate oil and gas exploration and development. 
A DECREASE IN THE DEPLETION DEDUCTION 
WILL NOT BRING OIL SHALE INTO THE PICTURE TODAY 
It has been estimated that at least 100 billion barrels of oil 
can be obtained from known U. S. shale deposits. The majority of these 
deposits are located in Colorado. The recovery of oil from shale is a 
commendable conservation measure since oil shales in their natural state 
are not useful like coal and natural gas. 
To da';;e the Bureau of Mines has done excellent work in con-
nection with the investigation of mining of shale oil at Rifle, Colorado. 
Retorting of oil shale has been studied for many years and several 
methods are available today which are technically sound. Further im-
provements in mining and retorting cannot be expected to be of major 
significance at least from a cost viewpoint. 
Refining of the crude shale oil into products which can be sold 
competitive with those similar in crude petroleum is the major problem 
and to date no great advancement has been realized in this field. The 
shale oil from the retort is a poor material, rich in olefinic and ring 
compounds and containing large quantities of nitrogen, sulfur and oxygen . . 
It is also so. deficient in hydrogen that it does not respond well to crack-
ing. The best process feasible today consists of preliminary coking, 
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followed by hydrogenation. After this processing, the material is 
similar to ordinary high sulfur crude oil and can then be refined by 
ordinary refinery operations, 
The Bureau of Mines has stated that shale oil (crude) can be 
produced at a cost of $2.00 to $2.50 per barrel. They then compare 
this value with the pre sent crude price of $ 2. 50 per barrel. However, 
the shale oil must be coke"d and hydrogenated before it is equivalent to 
crude. Also Wyoming crude which is not dissimilar to coked and 
hydrogenated shale oil is presently priced at about $2,00 per barrel. 
The costs of manufacturing products from crude and shale oil 
(as well as natural gas an coal) are given in detail in a paper entitled 
"Liquid Fuels from Coal and Oil Shale''. Since the issuance of this paper 
in September, 1949 improvements in mining techniques have been demon-
strated by the Bureau of Mines at Rifle so that the direct cost of gasoline 
can be reduced by about 0.5 cents per gallon from 12.4 cents to 11.9 
cents per gallon and the cost including a moderate profit has been de-
creased about 1.5 cents per gallon from 22.5 cents per gallon to 21.0 
cents per gallon. However, these costs still are far above those for 
crude oil., as shown in the following table: 
Direct Cost with no capital 
return or profit 
Direct Cost plus 25 year capital 
return but no profit 
Direct Cost plus 10 year payoff 
of plant 
All Figures cents per Gallon of 
Gasoline 
Crude Oil Oil Shale 
9.7 11.9 
10.7 15.4 
12.2 21.0 
The preceeding figures are based upon present day techniques 
and tax laws, If the 27 l/2 percent depletion provision is revised to 
15 percent, the oil industry must recoup this loss in income since the 
profits of the oil industry are already less than those realized by all 
other manufacturing . In order to maintain the same profit · after taxes 
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on a crude now priced at $2.09 per barrel the oil industry must increase 
the price to $2.51 per barrel. The cost of gasoline manufactured from 
$2.51 per barrel crude oil is shown in the following table: 
Direct Cost with no capital 
return or profit 
Direct Cost plus 25 year 
capital return but no profit 
Direct Cost plus 10 year 
payoff of plant 
All Figures Cents per Gallon 
of Gasoline 
Crude Oil Oil Shale 
11.1 11.9 
12.1 15.4 
13.6 21.0 
Further increases in crude price as the cost of finding crude 
increases will narrow this gap. Also developments in the art of proces-
sing crude shale still further narrow the gap by lowering the cost of 
gasoline from oil shale, but this is still in the future. 
A decrease in the depletion deduction will not bring oil shale 
into the picture today. Future technical developments will be the only 
basis for bringing oil shale refining into the pic'hire. A review of the 
costs shown in the technical paper previously quoted show that the major 
deterrent to oil shale is the investment cost required to process the 
material. 
A reduction in oil income will require either an increase in 
prices as was assumed above or a reduction in expenditures. Such re-
duction in expenditures will surely be heavy in exploration and research. 
A reduction in research expense will surely decrease or eliminate this 
activity in oil shale research. This will have a very serious effect upon 
this field since industry has contributed practically all of the art in the 
oil shale field except for the mining activity where the Bureau of Mines 
has contributed so much. Industry today is doing practically all the re-
search on retorting and refining. True the Bureau of Mines has done 
some work in retorting b~t the greatest developments have been made 
by industry and the industry program is still progressing. Pittsburgh 
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Consolidation has already discontinued work on coal synthesis, and a 
lowering of oil company income may well bring a dearth in oil shale 
research by industry. Therein lies a serious menace to the develop-
ment and ultimate commercialization of oil shale. 
EDITORIAL 
Percentage Depletion 
T HE President's attack on percentage depletion in the oil and mining industries as a tax loophole is in character for an administration 
which knows that it can perpetuate itself only by continued reckless 
spending, and which is desperately seeking new sources of revenue which 
will not have unwanted political repercussions in an election year. 
Nothing new has developed indicating that the present oil and gas 
depletion provisions should be ended or reduced as to percentage. In 
fact, if a fair and complete investigation results, the weight of the evi-
dence will be on the side of liberalization. 
The depletion act became effective in 1926, after long investigation 
by Congress. It was a practical application of a taxing principle previ-
ously recognized by Congress and which in turn had a background of 
English mining law going back more than three centuries. 
Briefly reiterated, the 27% pe~ cent depletion allowance isn't a "tax 
gift," a "tax avoidance" or anything of the kind, but represents a return 
of capital to those engaged in the hazardous pursuit of finding and pro-
ducing oil. In principle, applied to an irreplaceable asset it is exactly 
the same as depreciation allowance for manufacturing enterprises and 
other replaceable business operations in arriving at taxable income. 
The 27% per cent depletion figure originally was a compromise figure 
of the two branches of Congress, arrived at after an investigation had 
shown that the allowance should be in excess of 30 per cent in an industry-
wide application. Actually, because of the statutory limitation based on 
net income, operators as a group do not receive the full 27% per cent. 
So much for the position of the oil and gas industry. What about the 
depletion provisions in relation to public policy? 
A practical objective of the depletion allowance is to encourage oper-
ators to find plenty of oil. This they have done-too much at times for 
their own good. These supplies have not only been large enough to take 
care of the steadily expanding needs of a peacetime economy but have 
been adequate for two major war emergencies. 
Then there is the matter of petroleum's cheapness. The latest govern-
ment report shows the all-commodity index to be 152.2, that of petroleum 
110.1. This means yearly savings to users of petroleum many times greater 
than the total depletion allowances. 
Outstanding efficiency in production, refining, and transportation are 
factors in the low index of petroleum extending over many years, but 
it starts with the fact that the capital protection that depletion affords 
producers has supplied in part the wherewithal needed to find sufficient 
oil. Without that incentive oil prioes most assuredly would be more in 
line with the commodity levels. 
The oil industry has much at stake in defending this latest attack on 
its tax position, but that of tens of millions of consumers is much greater. 
HOW TO KILL AN OIL MAN 
JF PRESIDENT TRUMAN had set out delib-
erately to destroy the independent oil pro-
ducing industry in the United States, he could 
not have picked a better way than to urge elimi-
nation of the depletion clause of the Revenue 
Act, or a more opportune time, when producers 
are harassed by other serious problems. 
Crude oil · production in the United States 
has been curtailed substantially because of in-
creasing imports of foreign oil. A large part 
of the export market for American oils was lost 
through the British ban on imports of American 
dollar oil into sterling areas. More will be lost, 
in fact, our oil export trade may be wiped out, 
when Europe completes its vast program of ex-
pansion of oil refining facilities, partially fi-
nanced by American taxpayers' dollars through 
contributions by the Economic Co-operative 
Administr<).tion. 
Elimination of the depletion clause would 
wreck the independent producing business in 
the United States. It would prevent producers 
from getting back capital invested which is nec-
essary if they· are to continue in business. It 
would reduce exploratory work and the finding 
of new oil reserves to an extent which would 
menace the security of this nation. It would 
make us, within a few years, dependent on for-
eign oil which might be shut off in case of war. 
President Truman's references to the oil de-
pletion clause, in his tax inessage to Congress 
Monday, are most misleading. He evidently 
was given information on a few abnormal ~ases 
and based his statements on them rather than 
on actual conditions which obtain for the oil 
producing industry as a whole. 
No other industry is as hazardous as that of 
the oil producer. During last year, 82 per cent 
of all wildcat wells drilled in the United States 
were dry. Only 15 per cent found- oil and three 
per cent were gas wells. Even in an area where 
oil already has been found, drilling is a big gam-
ble. Of all such wells drilled last year, called 
development wells, 25 per cent were dry, 66 per 
cent produced oil, and nine per ·cent produced 
gas. Of the total number of wells drilled in the 
United States last year-wildcats and develop-
ment wells-37 per cent were dry, 56 per cent 
produced oil, and seven per cent produced gas. 
Congress realized this situation and the ne-
cessity, if exploratory work were to be con-
tinued, of returning to producers, tax free., capi-
tal invested in finding and producing oil. Capi-
tal is not taxed. Only income from capital is 
taxable. 
So Congress, in 1916, adopted the cost deple-
tion method of returning capital to producers. 
It was difficult to figure depletion on that basis 
and in 1918, Congress passed the recovery de-
pletion method. This involved endless engi-
neering, legal, and accounting work so govern-
ment made a survey of oil production opera-
tions for the years from 1918 to 1925 to deter-
mine a fair and simple depletion law. 
That survey by government showed that 
during those years the annual average depletion 
of capital invested by producers in finding oil 
and producing it was between 32 and 33 per 
cent of the gross income of producers. So the 
House of Representatives in 1926 passed a bill 
providing for a percentage depletion allowance 
on gross income from a producing property of 
30 per cent in figuring taxes. The Senate passed 
a bill permitting a depletion allowance of 25 
per cent. In conference, the present percentage 
depletion allowance of 27% per cent of gross in-
come from a property (but in no event more 
than 50 per cent of the net income from the 
property) was adopted and enacted into law. 
WHEN oil or gas is produced from a prop-
erty, there is a reduction in the cfpital 
represented by that oil or gas in place. The de-
pletion allowance is designed not only to per-
mit the producer a return of that amount of 
capital, tax free, but also a return of capital in-
vested in finding that oil or gas. 
That is a point Mr. Truman failed to men-
tion. He stated, "In the case of oil * * * the 
depletion exemption goes on and on, year after 
year, even though the original qtpital invest-
ment in the property has already been recov-
ered tax free, not once, but many times over." 
Each individual producing property, or lease, 
is considered separately in figuring the deple-
tion allowance. Some producers have drilled 20 
wells before finding oil. Their capital invest-
ment in finding oil is far greater than the capi-
tal invested in that twenty-first well. 
So, while the depletion allowance for one 
producing property may, over a period of years, 
total more than the investment in that one prop-
erty, it still falls short, in most instances, of 
returning to the producer all the capital he has 
invested in various properties in search for 
production. As the government survey showed, 
the depletion allowance for the producing in-
dustry as a whole should be 32% per cent in-
stead of the present 27112 per cent. 
JNDEPENDENT oil producers constitute only a 
part of the number of persons who would be 
harmed by elimination of the depletion clause. 
In 1948, the oil industry paid out $1,200,000,000 
in oil royalties, and lease bonuses and rentals. 
This money was expended in 37 states, 28 of 
which are oil-producing. Farmers, merchants 
and others in all lines of business benefited from 
these payments. More than 200,000,000 acres, 
or 10 per cent of the area of the United States, 
is under lease for oil and gas exploration and 
development by oil and gas companies. 
Government says this nation is running out 
of oil. The Department of the Interior is urging 
the oil industry to construct costly plants to 
manufacture synthetic fuels from oil shale, gas 
and coal. Producers are investing vast sums in 
exploratory and development work in an effort 
to find new oil reserves. The discovery well in 
the Elk City field of Oklahoma cost $750,000 to 
drill and that cost did not include $750,000 to 
$1,000,000 spent previously in exploration and 
preliminary development work. 
Does anyone believe Shell Oil Co. would 
have spent that amount of money, and many 
millions more in developing the field, if it had 
not felt it would get back at least part of its 
capital investment through the depletion allow-
ance? 
A policy which would eliminate the deple-
tion clause in the revenue act and still permit 
large imports of foreign oil would be more 
than the domestic oil industry in the United 
States could bear. 
JF Congress wishes to hasten the end of this 
great industry, so vital to the welfare of the 
nation, to business, and the American standard 
of living, let it go ahead and adopt this twin 
policy of destruction. If it wants to foster this 
vital industry, it will continue the present de-
pletion clause in the Revenue Act, and restrict 
imports to a figure which would supplement, 
not supplant, domestically produced crude oil. 
Econ.omics of 
DEPLETION 
T HE Treasury De~artment's recent proposal to slash depletion allowance pe~centaqes for Oil and ~as from 27% per cent to 15 per cent is causing qmte a bit of co~sternatwn and opposition among the oil men, so much 
so th~t F o~tune M agazme and others are making surveys and running articles 
on this subject. 
. Fortune concludes from. its study that "t~ cut the oil men's cherished deple-
tion allowa?ce would do httle good to anybody-'-and considerable harm to the 
petroleum mdustry." 
The Treasury Department has referred to the act that created this depletion 
allowance a~ a loophole which it wants Congress to close. President Truman 
asserts that It permits a few to "gain 
enormous wealth without paying their By M. M. Macaulay 
fair share of taxes." · Research Editor, Drilling 
!he oil industry has a different view- P?sal is not the one that is putting the 
pomt. pmch on. t~e independent operators. 
In recent hearings before the House The ongmallaw was passed in 1926 
Ways and Means Committee, R. B. An- and provided i!l addition to the 27% 
derson, head of the Mid-Continent Oil per cent. depletiOn allowance that this 
and Gas ~ssociation in Texas, gave ~llowance could not _exceed half its net 
the followmg testimony: mcome after operatmg expenses. 
"A rr.ember of the Committee rajsed F?rtune Magazine reports, "The de-
the question as to whether the large pletion. allow~mce plus the right to ex-
producers were using the benefits of p~nse. mt~ngtbles IS ~he sweetest com-
the percentage depletion provisions in bmatwn m U. S. busmess. 
the manner intended by Congress. In . "Take.' an oil operator whose sole 
response to _that question, a detailed mcome Is from a property yielding 
survey has just been completed of a $200,000 worth of oil a year with $60. ~roup of large oil companies, includ- 000 in op~rating expenses. First he 
t~g. all. of the. so-called major com- ded~cts hts expenses, then $55,000 
I ames 1~ the mdustry, for a twelve- (27Yz per cent of gross) for depletion, 
year penod from 1936 to 1947 inclu- leavmg a taxable income of $85 000 
sive, which is the longest period for and a maximum tax (if he is married) 
which complete and accurate data of a~JOut ~36,000. By contrast, an ex-
could be assembled covering their op- ecuhve with the same marital status 
erations. The survey shows that this earning $140,000 would pay taxes of 
gro_up of companies spent more in nearly $73,000. 
then efforts to find new oil reserves "But no sane oilman would pay that 
than the total percenta~e depletion al- $36~000 in taxes. Consulting his tax 
l?wed _for the same p:nod, or one bil- ad~tser (known locally as the High 
hon, etght hundred thuty-three million P_nest), he would probably consider 
dollars ($1,833,000,000) more in their hts $55,000 depletion allowance as 
effo~t.s to find new oil than the total 'living money' and spend his entire 
a~dltwnal taxes they would have paid taxable income looking for more oil. 
w_1t~ou~ the percentage depletion pro- If he misses, the net cost of the dry 
VISI.On m t~e.law." hol~s is deductible as long as lris pro-
The eXIstmg tax provisions have ducmg property holds out-for he is 
been in the law for some 25 years and ~eally ~iving on capital.. If he hits, his 
have been applied until they are part mtangible cos~s are still deductible; 
of the industry's cost and price struc- he takes depletiOn on ~he output of the 
ture. From time to time Congressional nbewl prolperkty, spfendmg th~ taxa~le 
. h . a ance oo mg or more 011 which ~ommitte'::· ave re~tewed the law but incurs further deductible expedses etc. 
ave not Isturbed It. And the higher his income and hi~ tax 
Intangible Costs 
The Treasury Department also pro-
poses to substract intangible costs for 
a producing property from future in-
come bPJ:ore computing depletion. 
H?wever, the cost of dry holes could 
still be deducted. Therefore, this pro-
rate, the cheaper his wildcatting be-
comes." 
Threat to State Revenues 
. In so fat: as tax revenues go, the oil 
mdustry is the biggest producer for 
not only the federal but also the state 
and local governments. Of the 21 oil 
producing states·, oil is a major source 
TAXES 
of tax income. Numerous authorities 
from every state concerned have said 
that unless new oil fields are discov-
ered their revenues will be curtailed 
critically. Texas spokesmen report that 
61 per cent of the business and prop-
er:y taxes of the state are paid by the 
oil industry. The largest part of a 
181 million dollar school reform pro-
gram in Texas will be borne by the oil 
industry. In Oklahoma officials esti-
mate that 60 per cent of its state rev-
enue comes from this vital industry. 
National defense might also suffer 
if the depletion allowance were cut. 
Reserves of oil and gas are being built 
up slowly and it is through explora-
tion that new fields can be dis~overed 
and the reserves built up. 
The price of crude oil is very un-
stable at the present time, ana a cut 
in the depletion allowance would stag· 
ger the industry. When it did right it-
self, many independents would be 
wiped out, .more concentration into a 
few companies, less exploration and 
wildcatting, a heavier dependence on 
foreign oil, and finally a higher price 
structure. 
W. S. S. Rodgers, chairman of the 
board of directors of The Texas Com-
pany, slates "I sincerely hope that ',he 
Congress will not change a tax system 
which has worked so successfully ftlr 
a period of 25 years, has made possible 
the discovery and development of 48,-
000,000,000 barrels of new oil reserves 
(one and one-half times the volume 
consumed) , and fueled World W a~ II 
by supplying six-sevenths of all the oil 
consumed by the United States and our 
Allies. Under this tax system the in-
dustry, .at the end of such 25-year 
period, nas the largest proved .reserves 
in history, and has cpntributed to the 
direct employment of more than 2,-
000,000 people by the oil industry, 
and to the indirect employment of mil-
lions of others in allied or dependent 
industries." 
This is no loophole through which 
oil .People become fabulously wealthy 
whtle the common man pays the major 
share of taxes. This allowance is tlie 
life-blood of the oil industry which 
ma\ es possible development. Not only . 
~ill the oil men themselves suffer if 
the depletion allowance is changed 
but the whole national economy will 
be affected. 
7~ NNfJWlEIJfJE BfJK 
FOR SEVERAL MONTHS this column has concerned itself to a large degree with the subject of politics, which, on the surface and in this day of specialized writing as well as 
specialized occupations in every line, seemed out of place. That the editorial comments were 
not so far from the subject of drilling as they might seem at first glance, one has to go no 
farther than the government's attitude toward taxes to find the connection. 
A fair share of the tax load is just exactly what every one in the nation must bear, 
and at the same time this credo must apply to all lower levels of the favored .voters as well 
as to the high brackets which are attacked at will. 
President Truman has declared the depletion allowance to be "the greatest loophole 
in the tax laws." Through it, he says, a few "gain · enormous wealth without paying their 
fair share of the taxes." 
This was thoroughly discussed in the current issue of Fortune Magazine, and the find-
ings of this able editorial group were reported in a fair and honest discussion. There is 
only one thing wrong and that same criticism may be made of DRILLING and other 
publications which are directed to readers already sold on the theme of capitalism. It would 
create more discussion in a more widely circulated newsstand periodical, and would startle 
the readers of some social-minded publication in the "quality" group. For Fortune to 
speak the truth, and be believed by its readers, is good, but not perfect. Those who do not 
agree with the accurate findings will discount the facts under the old formula of "consider 
the source." 
Public relations in all industry, especially in one so much in the limelight as the oil 
industry, must find a way to tell the story-or parts of it, in small enough quantities to be 
swallowed-to readers of publications which are not so discounted. 
For depletion allowances to be effective, they must be sufficiently large to encourage 
outright speculation. It may be one of the natural results of such a plan that a "few gain 
enormous wealth." On the other hand, the many, gain a lot of inexpensive fuel. Churchill 
put it, when he was discussing the courageous little band of RAF Spitfire pilots, "Never 
have so many been saved by so few-!" 
To reduce depletion allowances to the degree that they take the chance of big re-
ward out of the game, the speculator or investor, whichever he may be called, will not 
risk the chances of complete loss in return for the 1-7 chance for a "fair" return. 
The oil industry is not composed of a tight little band of men who pwn these privileges 
exclusively. The chances are there for anyone to take. Some outsiders have taken them, 
notably Crosby and Hope who can afford to joke about their luck, and Ford and Swift and 
others whose money can be attracted to oil properties because of the 1-7 chance for an 
enormous reward. During the latter part of the war, one government official in Dallas 
was up to his neck in last minute investments in oil. 
Whatever their reasons for taking this gamble, it is just as apparent to those who 
know that there are millions of dollars invested which do not bring such rewards. It is this 
spending of money that the tax authorities seem to regard as tax spending, pure and 
simple, and it is made to appear that it is invested solely as a means of dodging taxes. 
Basically it is invested on the chance that reward will come, and that if it doesn't come, 
the money was wisely spent ·in an effort to create wealth. 
Fortune concludes that a cut in depletion allowances would "stagger the oil industry, 
clean out many independents, discourage exploration and eventually bring higher oil 
prices." 
It is a shame that this will have to come about to prove to the skeptic that it is the 
truth. 
The money invested in oil search, by private individuals who are accused of merely 
spending it to dodge taxes, creates niore wealth and serves more people of all classes 
than the same amount of money would accomplish if it were handed over as taxes and 
then spread thinly over a pension-minded people by bureaucrats who gobble up some of it 
in administration. 
Not only does this money create salaries for ·oil employees who labor for their pay, but it 
enri<;hes a great many land owners and small time investors who still risk their private 
capital as a fair share of their responsibility in private enterprise. The federal tax is hardly 
more, if as much, as the multiple taxes in cities, counties and states, many of which de-
pend almost 90 per cent upon oil revenues. . 
Reduce this for the sole purpose of leveling off the top to help the bottom, and the 
whole country stagnates in a suspended position of mediocrity. The higher price of oil is but 
one of the results, and not even the most important one. 
Just as good , let the theorist invest some of his own money. in oil risks and become 
one of the fortunate few who . are helping the many. 
r (mrs 7Jer~· truly, 
PUDLISHI(R, DR!l, I,ING MAGAZINF. 
Depletion Allowance Is National Safeguard 
It is estimated that the total tax bill of the oil industry in 1949 was more than 
three billion dollars~As though this were not enough, the administration in Washington 
is now exerting pressure on Congress for more taxes on oil. This it is doing by attacking 
the tax depletion allowance and requesting its reduction from 271jz per cent to 15 per 
cent. Considering the fact that our whole national economy is geared to forestalling 
and preparing for the possibility of sudden war, and that oil is so vital a sinew, assail-
ing the depletion allowance in the present circumstances is difficult to understand. A 
cut in depletion allowance would be a sevP-re blow to the domestic producing industry 
and drastically curtail its operations. 
There is overwhelming substantiating evidence in the industry's operations to 
show the necessity for maintaining the depletion tax allowance. The trend in cost of 
finding new oil reserves is sharply upward because of the increasingly greater average 
depth of new discoveries. Of more than 80 wildcat wells drilled in 1949 to depths 
greater than 12,000 feet, only 7 found new fields at these depths. These 7 wells, 
ranging in depth from 12,000 feet to more than 14,900 feet, cost from $350,000 to 
more than $600,000 per well_. It is an incontrovertible fact that the average depth of 
future oil discoveries must inevitably increase and the cost of development rise ac-
cordingly. 
The depletion allowance is the means of returning capital on a wasting asset. 
When it was established more than twenty-five years ago, its purpose-an important 
consideration at that time-was to assure an adequate supply of oil in the United 
States. If the necessity for a depletion allowance of 271f2 per cent was important then. 
it i!'l doubly important now when oil is so vital in the national interest. 
The industry has done a magnificent job in supplying oil for two World Wars. It 
:supplied the bulk of oil needs in World War II even under the handicap of critical 
material shortages. This it was able to do because of the ability to increase the rate of 
production from fields already developed. By the time hostilities ceased several fields 
were producin~ beyond their maxirimm efficient rate. The ready availability of an 
abundant supply of oil in the present unsettled conditions are more imperative than 
ever in the light of our own national security, a consideration that is either overlooked 
or neglected by those administration officials pressing for a reduction in depletion 
allowance. 
Althou~h the threat of a reduction in the depletion allowance is one of immediate 
concern to the oil industry of the United States, more important is that a cut in de-
pletion allowance could undermine our ability to maintain an aflequate domesti« ~ 
supply of readily available oil for national emergency. 
If from no other consideration than that of national security, tampering with the 
depletion tax allowance on oil is dangerous under nre~ent world conditions. A cut 
in depletion allowance could cripple our domestic oil iwlustrv and render the nation 
vulnerable--in case of war. Can we afford to take that risk?-K. C. S. 
Let's Not Discourage Oil Development 
For the past quarter of a century the income tax laws 
of the Federal Government have contained in unchanged 
form, provisions for the "depletion" of oil reserves. The 
Treasury Department now proposes a change in these 
provisions to ·obtain additional revenue-the old sing-song 
of "more taxes" rather than "more economy". 
The primary purpose of the depletion provision is to 
assure an adequate supply of oil to meet national needs. 
When a barrel of oil is produced and sold, a part of the 
income must be reinvested in searching for and developing 
new oil reserves to r.eplace those being consumed. Accord-
ing to a comprehensive study prepared in 1946, the oil 
producing industry normally reinvests over 6() percent of 
its total income in oil exploration and development. The 
depletion provision (27% percent of total income) is 
designed to encourage this activity. Kansas being one of 
the major mid-continent oil producing states, has greatly 
bene:!:ited from this encouragement of reinvestment, and 
of further exploration. 
-KBM-
It is unnecessary to speculate as to the effects of the 
.depletion provision. The results may be found in the 
factual record of the oil industry. During the past 25 years 
under the present depletion provisions, the oil producing 
industry in the United States has: (1) reinvested or "put 
back into the ground" approximately 25 billion dollars of 
oil income for the purpose of finding and developing U.S. 
oil reserves; (2) drilled about 640,000 wells, of which 
170,000 wells or 27 percent failed to produce oil or gas and 
were a complete loss of investment (over 36 per cent of 
the wells drilled in 1949 were failures); ( 3) discovered and 
developed 48 billion barrels of new oil reserves-more than 
one and one-half times the volume consumed (31 billion); 
( 4) fueled the greatest war in history by supplying 6 I 7ths 
of all the oil used by the U.S. and her allies; (5) ended the 
25 year period on January 1, 1950 with the largest proved 
reserves in history, available for peace or war; (7) devei-
oped the oil and gas resources of the United States to the 
point where they contribute almost half of the total min-
era! wealth of the nation, with ctose to 2,000,00Q persons 
directly employed by the industry, thereby generating bil~ 
lions of dollars of national income on which to base tu 
revenues. 
-KBM-
These accomplishments have b-enefited the entire 
nation, as well as Kansas. 
At the saine time, the price of oil products to the 
consumer has been consistently lower than other commodi-
ties according to government statistics. TJl.e oil industry 
has not enjoyed unusual profits for the perfectly obvious 
reason that, if it had, other industries would find them-
selves without fund~ in the rush to divert all investments to 
ojl. 
The present depletion provisions have proved to be 
effective, practica1 to administer, and equitable to the tax 
payer. We believe a reduction in these depletion provi-
sions would automatically and directly reduce the incentive 
and the income available for oil exploration .and develop-
ment. There can be no other conclusion. An authoritative 
industry survey of the U .S. oil supply shows conclusively 
that a decline in inrome means less drilling and less oil 
discovered, 
An adequate sup}Jly of oil is essential to the nation's 
prosperity on which income tax revenues are,.based. It is 
even more vital to national security, according to. our 
military authorities. The Tre:tsury Department's proposal 
endangers bo.th the nation's economic welfar!! and safety. 
-KBM-
It is a shame the Treasury Department doesn't convert 
this effort of trying to further tax the already taxed into 
taxing the untaxed. In the latter, we refer to the income-
tax-exempt business cooperatives and other industries 
which take a free income-tax ride. Instead of continually 
nibbling away at industrial profit, discouraging invest-
ment and expansion, governments should realiz~ who pro-
vides jobs and payrolls. They had best encourage indus-
trial development or soon there won't be much private 
income left to tax. 
PART III 
ANTICIPATED RESULTS AND CONCLUSIONS 
There is a need for the oil producing industry to present 
facts, make recommendations of value and add to the general know-
ledge of methodology and effectiveness to its public relations pro-
gram relative to congressional lobbying and the Federal Tax Policy. 
CHAPTER VIl'I 
APPARANT GAFS IN THE USE OF INVALID PUBLIC RELATIONS 
TECHNIQUES ON THE PART OF THE OIL PRODUCING INDUSTRY 
IN ITS COUNTER PROPOSAL TO RAISE THE STATUTORY 
DEPLETION ALLOWANCE 
"DEMON OIL " - A MYTH 
There is actually no mystery about the oil producing industry. 
In the days of old-fashioned business ideas, secret practices did exist, 
but modern business is conducted in the glare of publicity. Reliable 
statistical information regarding oil production and oil consumption is 
available weekly in the Oil Journals and news bulletins, and these may 
be checked through we~kly and monthly reports published by the Depart-
merit of the Interior at Washington, D. C . Any stories of dark, hidden 
powers dominating the oil business may be classed with mythical lore. 
"Demon Oil" exists only in a few willful, clouded minds that · will not 
face, and do not wish to face, facts; hence they distort every small error 
or mistake into a terrifying national menace. 
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EVIL OF PUBLICITY 
The spectacular and the unusual have played too large a part 
in the news of American oil-fields, in the South, Mid-West and West; 
stories that describe the great gushers, the large sums of money made 
by mortgage-ridden farmers who had the good fortune to be living over 
an oil field, unsuspected until some "wildcatter" found oil. Or, perhaps 
he reads about some scandal connected with the industry, the account of 
which is usually magnified. If his newspaper shows that the price of gaso-
line has increased one cent per gallon, he shouts about the robbery and 
condems the oil nagnates for their greed without considering the under-
lying economics. If his shouts are loud enough, they result in a ~­
gressional investigation. A 10,000 barrel producer is news; a suddenly 
created fortune is news; and oil scandal is news; the increase in the 
price of gasoline is news; so the newspapers give the public what it is 
interested in reading and say little or nothing concerning the everyday 
business of oil. 
The oil business is one of the most highly organized and most 
highly specialized of the great industries, so much so, in fact, that the , 
old Standard Oil Company was considered throughout the world as a model 
organization, and its various units are now regarded as shining examples 
of efficient and highly specialized management . 
Despite such efficiency, however, the oil business strikes the 
layman as notorious for its evils rather than famous for its benefits. 
No other industry has been so attacked by sensation mongers. Politicians 
desiring to ride into office have mounted the winged steed "Petroleum" and 
should by this time have ridden him to death, but owing to the oil man's 
strong constitution the winged horse is still good for new rides . 
Hundreds of oil fields each day quietly produce millions of 
barrels of oil, and it is not news, but if one well among thousands of 
wells producing daily comes in a large producer, it is entitled to head-
lines. As a consequence, one readily understands why the public gains 
the impression that the oil industry consists of a series of uncontrollable 
"gushers" flooding the countrys i de and that the oil man is an inalienable 
gambler with millions staked on each turn of the wheel. 
The American public should be directly interested in the oil 
business, because its continued well-being brings prosperity and security 
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to millions of people and helps greatly to maintain present national 
prosperity. Naturally , as the public hears only one s i de of the many 
attacks on the industry, it believes adverse statements unless the 
favorable side is presented . It is readily apparent to every thinl.dng 
man that any industry as large and as important as the oil industry 
could not develop with such rapi dity and occupy as it does a position of 
first rank in the national economic structure unless it adhered to high 
business principles. A destructi ve industry would assuredly have ceased 
to exist years ago, but, on the contrary , the oil business is steadily 
growing larger and stronger . 
The oil business , however , seems t o be the pet target for legis-
lators who want to obtain new sources of revenue or who desire to ride 
into office by attacking some great , vested oil interest. There is no 
doubt that the oilbusiness has many times been put in a bad light. It 
is the most investigated of all industries , despite the fact that the in-
vestigations of recent years have proved that the industry i s conducted 
· on as high a plane of integrity and efficiency as any other great industry. 
In spite of this evidence, the oil business is selected first for investiga-
tion whenever the cry of the Special Depletion Allowance is raised in 
legislative halls. Let the price of gasoline go up, and there is at once 
a cry for an investigation. But, further, the oil industry is the one that 
legislators select for taxation before all others. The public pays the tax 
on gasoline, which is taxed beyond reason. However , that is by no means 
the only oil taxation that affects them, for every tax that · burdens the oil 
business must, in the . long run, come back to the consumer in some form . 
STATEMENT OF 
Frank M . Porter , President , Mid-Continent Oil & Gas Association 
In Answer To 
The President 's Tax Message to the Congress 
The President ' s ill-advised s t atement, in h i s tax message to the 
Congress , that he knew of no more glarin g example of loopholes in the 
tax law than the percentage depletion allowed the oil and mining industry , 
is wholly without foundation and can not be supported by factual evidence. 
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The President's statement is a reflection of a small but vocal 
group in the Bureau of Internal Revenue, who either have no concept of 
the practical reasons for percentage depletion or who would be willing 
to destroy the private oil industry's ability to supply the military and 
domestic petroleum needs of this nation, in order that they may have 
an excuse to urge nationalization of the petroleum industry. 
Percentage depletion has been a fundamental provision of our tax 
laws for a quarter of a century. Congress has had an opportunity to review 
the percentage depletion allowance more than a dozen times and has never 
seen fit to change or alter the basic principles adopted in 19 26 . 
The President's statement charges , in effect, that the oil industry 
is not bearing its fair share of the tax burden. This implication is simply 
not true . If the figures now available to the Bureau of Inter•nal Revenue 
had been made known to the President, he would have found that the oil 
industry has paid a greater percentage of its gross revenues into the 
Treasury of the United States than industry generally. As a matter of 
fact, if the Bureau of Internal Revenue had revealed the facts to the 
Presi dent, he would have also found that ·the so-called 27 1/2% depletion 
allowance to the oil industry is a misnomer. The truth is that the statutory 
limitations upon the application of percentage depletion has resulted in 
allowing the oil industry a much lesser amount . This has been insuf-
ficient to generate enough capital in the industry to maintain discoveries 
equal with production. This fact is evidenced by the large amounts of 
capital the industry has been forced to obtain from outside sources in 
recent years in order to maintain its continued search for oil reserves 
and keep production equal to our requirements. The ever increasing cost 
of finding oil because of the necessity of drilling deeper wells and in-
creased cost of labor and materials make percentage depletion more nec-
essary for the oil indust ry than ever before . A great many in the in-
dustry feel that the present statutory limitations of percentage depletion 
should be eliminated by the Congress. 
The President ' s proposal is essentially an attack upon the small 
independent producer and wildcatter. Loss of or reduction in depletion 
would eliminate these small businessmen and cause thousands of stripper 
wells to be abandoned , thus removing from the industry the men who 
have been responsible for the discovery of the major portion of our oil 
reserves . 
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Without depletion the private petroleum industry of the United 
States would not have been able to furnish the petroleum requirements 
of this nation and her allies in two world wars. Without depletion the 
petroleum requirements for the industrial development of this nation 
that has made us the strongest and most progressive in the world could 
not have been supplied, 
Depletion is the mainspring of the petroleum industry, To abolish 
it or reduce it is to seriously impair both our national economy and our 
national security. 
My feeling is that the Congress will take no such chances with 
either our economy or our national security. 
FROM 
The General Depletion Committee for the Petroleum Industry 
Russell Brown and Frank M. Porter, Co-Chairmen 
February 8, 1950 
Washington -- The oil industry has served blunt notice on Con-
gress that the Treasury Department is jeopardizing the welfare of the 
nation and the internal security of the United States by urging a reduction 
in the tax depletion allowance granted to the thousands of oil and gas 
producers in the country. 
A group of industry spokesmen told the House Ways and Means 
Committee that any change in the present 2 7 l/2 per cent depletion 
allowance will chase away the venture capital which is all-important in 
maintaining the rate of new oil discoveries necessary to meet present 
and future demands. 
The oil men also declared that the Treasury Department proposal 
to slice the depletion allowance to 15 per cent will drive many of the 
small producers out of business and in the long run will have a sharp 
impact on the economic well-being of the entire country. 
Lieut. Gen. Ernest 0. Thompson, of Austin, Texas, a member of 
the Texas Railroad Commission for 17 years, addressed the Committee as 
a "citizen-soldier" and made a strong plea for retention of the present 
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tax provision. Emphasizing the role oil plays in war, he said: 
"Oil is ammunition. In defense , oil is a prime mover. The 
proposed saving here put forward by the Treasury Department of 
$200,000,000 by the government, by cutting depletion allowance from 
2 7 1/2 per cent down to 15 per cent would , in my opinion, be poor 
economy. 
"Why tamper with a system which has twice in a generation 
brought forth the dr i llingwhich is the only way to find oil, and has made 
oil available in such quantities that we have been able to win two ward? 
Men venture in risky drilling for the reward which follows success. Re-
move the rewards and our domestic supply in oil will shrivel and we will 
become dependent upon foreign oil. Foreign oil, of course, could be denied 
us.= 
Gen. Thompson also made this statement to the committee: 
"We do not yet have enough ready reserve oil producing capacity 
for our national security, not half enough. Revenue , however badly needed, 
cannot be considered when our national security is at stake . Our very 
freedom is involved . Come war there will be no time to drill wells. 
"To be useful for defense, gentlemen, the oil wells must have 
already been drilled. Reserves lying undrilled are of no value and there 
would be no time to drill them. The oil wells must have already been 
drilled, equipped and ready to produce, hooked up and connected to the 
pipelines and to the refineries of ample capacity , ready to make the 
products required in sufficient quantities and of proper quality. " 
Also leading the fight against the Treasury's proposal were 
Russell B. Brown, Co-Chairman of the General Depletion Committee for 
the Petroleum Industry; Roland V . Rodman, President of Anderson-
Prichard Corp. , Oklahoma City ; B . A . Hardey, of Shreveport, La., an 
independent producer, and J. P . Jones , of Bradford, Pa . , President of 
the National Stripper Well Association. 
Brown stated that the "tax provisions under discussion by Con-
gress were meant to produce certain results " and that they have been 
"met fully." He continued: 
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"They were established more than a quarter of a century ago 
to assure an adequate supply of oil in the United States. They have done 
just that. Because of this, we were in readiness at the close of 1941 to 
fuel the greatest war in history, supplying six-sevenths of the oil used 
by the United States and her Allies." 
He also declared that the "direct effect of the Treasury's pro-
posed tax increase would be to reduce seriously in a few years the 
productive capacity that otherwise would be developed." 
Rodman, in a hard-hitting statement challenging the Treasury stand 
that depletion allowance was a "loophole" that had to be plugged, contended: 
"The only conclusion that can be drawn from the facts is that 
the depletion allowance has been used by the oil and gas industry to find 
and develop the reserves necessary to provide the public with adequate 
and cheap petroleum products, as evidenced by the fact that we are now 
delivering to the public a better grade of gasoline for 19 cents (excluding 
tax) than we did in 19 20 for 29 cents (excluding tax)." 
Rodman said that any change in the depletion allowance would be 
reflected in increased petroleum prices because of the changed supply 
conditions, that employment would be affected in both petroleum and 
related industries, and that in time it would affect the whole national 
income and general economy. 
Both Hardey and Jones presented the small producer's side of 
the case. They agreed that any reduction in the depletion allowance would 
ruin many small producers who do not have the necessary capital to carry 
on without its advantages. Jones, in emphasizing his point, said that 69 
per cent of the producing wells in this country are "stripper wells," 
or little producers. 
* * * * * * ·* * * * * * 
February 7, 1950 
The Treasury Department testimony before the House Ways and 
Means Committee today is unfair, misleading and ill-advised. In effect 
the Treasury representatives have taken some isolated cases and fringe 
instances and have tried to make them appear typical of the entire oil 
industry. 
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H Congress is persuaded to reduce the depletion allowance 
permitted the oil and gas industry, it will weaken the industry's ability 
to find and develop the petroleum reserves on which this nation depends 
for its economic progress now and in the future and for its security 
in time of war . 
This is a matter of grave concern to the American people and 
it will affect their future importantly . The tax provision which is 
attacked by the Treasury was not arrived at quickly . In 1926, when 
the present form of depletion allowance was written into law, Congress 
investigated the subject for several months. It sought to arrive at a 
method which would provide the funds needed in the most hazardous of 
natural resource industries. The question was raised again in 193 8, at 
the instigation of the Treasury Department , The Congress took no action 
at the time. The Treasury presented it again in 1942, when another care-
ful study was made by Congress. The conclusion then was that a change 
was not in the public interest. 
The oil industry's case has of necessity been prepared quickly. 
It is not complete . In our appearance before the Committee we expect 
to answer the basic question that has been raised. We hope the Committee 
will give us the time to refute in detail points asserted by the Treasury 
Department. We hope the Committee will question our witnesses ex-
tensively and make a record here that is so thorough and so complete 
that the depletion question will not hang over the heads of those in in-
dustry from year to year and have a depressive effect on the future of 
this industry. 
A few years ago grave concern was expressed that "we are 
running out of oil" and the Congress. was asked to vote huge appropria-
tions for development of substitute fuels . The oil industry since World 
War II has met the greatest demands in history for petroleum, and 
simultaneously has added several billion barrels to the nation ' s total of 
known available reserves. 
To the existing tax policy must go a large share of the credit 
for this favorable situation. 
If the Treasury viewpoint prevails it is safe to predict that oil 
development will be dealt a severe and crippling blow and that the trend 
in oil production and discovery will go downward with attendant ill effects 
on the safety of Ame rica and its standard of living. 
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It is our advised opinion that within a few years the proposal 
will cost the Treasury much larger sums of tax income from the pet-
roleum industry through the loss of taxes on income which otherwise · 
would be generated by a sustained high level of activity in this pro-
gressive industry. 
* * * * * * * * * * * * 
February 14, 1950 
Washington -- A spokesman for the Texas State School Board 
told the House Ways and Means Committee that the Treasury Depart-
ment is tinkering with the economic well-being of the petroleum industry 
and the country as well in recommending a reduction in the depletion 
allowance granted to oil producers. 
R. B . Anderson , of Vernon, Texas , described the depletion 
allowance as the " lifeblood" of the independent operators, and stated 
that if Congress takes it from them or reduces it "You cut the ground 
from under this group of daring men who have meant so much to the 
economic and social welfare of our nation." 
Anderson noted that independent operators have accounted for 78 
per cent of the exploratory wells which are essential to the continued 
discovery and development of o i l reserves upon which this country de-
pends for its progress . 
Even more important , he continued, is the fact that the security 
of the United States--in peace and war--is involved. He said: 
"I cannot avoid the consciousness that we are making a 
decis i on here that i s v ital to the fate of the whole world. We have 
authorized the constructi on of a hydrogen bomb . It has been described 
as an instrument of annihilation--but w i thout adequate fuel, it cannot 
leave the plains of New Mexico. 
" It can never be directed against an enemy unless we have the 
fuel to p r otect and deliver it. That fuel must come from a hazardous 
and daring industry , and from a group of men who are willing to risk 
everyt h i ng they have in the search for o i l. " 
Anderson also declared: 
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"I can only say to you that , if we are to have made available 
the oil which is required for our defense, and if we are to discover the 
reserves that are required to insure it, we cannot destroy the incentive 
that has made possible the discovery and development of oil in the past." 
Pointing out that 61 per cent of the business and property taxes 
in the state of Texas are paid by the oil industry, and that the "largest 
part " of a 181 million dollar program of school reform will be borne by 
the oil industry in Texas, Anderson said: 
"If we stop the search for oil, if we hamper the activities of 
exploration and development, the economy of my state and others like it 
must suffer in direct ratio . This cannot be a wise policy in Congress." 
The Texan challenged the contention of the Treasury Department 
that a reduction in the depletion allowance will result in additional revenue 
for the government. He said: 
"I am firmly of the opinion that it will take out of the oil busi-
ness a great many small operators, a great many of the independent 
wildcatters who have nurtured the industry well. If it takes them out 
of business, it takes them also from the tax rolls. 
"At the same time, it reduces the requirement for steel, it 
reduces the requirement for mud, acid and pumps, and the products 
of all the other allied industries that are necessary to our operations. 
It would require fewer geophysical teams and fewer laborers. It will 
add to the fearful problem of unemployment. 
" It will reduce the insurance premiums paid, it will cut down 
all loans at the banks, it will upset the economic stability of a large 
number of states, it will force those state governments into fields of 
taxation now used by the national government. It will not in my judg-
ment result in increased revenue to the nation. 
~The hope of additional revenue will be dissipated in the decline 
of ac:Hivities of a pioneering people and in the loss of earnings in the 
allied indust ries. dependent upon the continuation of our search." 
* * * * * * * * * * * * 
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Washington -- Glenn E. Nielson, President of the Rocky Mountain 
Oil and Gas Association, declared today that the present depletion allow-
ance for the oil industry must be left unchanged if the tremendous re-
serves underlying the Rocky Mountains are to be made available for 
domestic consumption. 
Nielson, who a~so is president of the Husky Refining Co., of Cody, 
Wyoming, testified before the House Ways and Means Committee, which is 
considering a recommendation from the Treasury Department calling for a 
reduction in the depletion allowance on the grounds that it is "excessive." 
The Association President pointed out that in 1946 Congress 
amended the Federal Leasing Act of 1920 to encourage small producers, 
wildcatters and others to expend the time and money necessary for 
exploration and development of the Rocky Mountain area. He continued: 
"Undoubtedly, the amendments to the Leasing Act constituted an 
• incentive to additional exploration and development in ~he area. · However, 
the region has not matured in oil production to the stature which it can 
attain only if the depletion incentives for exploration and development 
are maintained at present rates." 
Nielson told the Committee that the national emergency demands 
proper evaluation of the Rocky Mountain reserves of oil and gas, adding: 
"Geologists tells us that the reserves already found are but a 
slight indication of the tremendous reserves underlying the Rocky 
Mountains. 
"They further tell us we shall continue to find our oil and gas 
by some of the toughest exploratory operations and hardest drilling in 
the nation . As in the past, we must be satisfied with smaller fields and 
smaller yields per acre than in the older mid-continent fields. Our re-
moteness to markets will be difficult, expensive and slow to correct. All 
of these factors point to extremely expensive operations requiring every 
bit of the incentives we now have for its accomplishment. 
"When the Treasury Department implies that high crude oil 
prices make the depletion incentive excessive, they overlook the need 
for far larger incentives, if the industry is to find and develop relatively 
inaccessible reserves of this vast region. Can anyone doubt the need for 
these reserves? 
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"We must have the incentives provided by t he present depletion 
allowance and intangible cost deduction to make the reserves of the 
Rocky Mountains available. This region is the last frontier." 
* * * * * * * * * * * * 
Washington -- An independent tax expert . from Houston, Texas 
challenged the contention of the Treasury Department that the present 
depletion allowance for the oil and gas industry is '' . " excess1ve. 
In a statement filed with the House Ways and Means Committee, 
Grant E. Judge, a partner in the accounting firm of Arthur Andersen and 
Company, also issued this warning to Congress: 
"From my own experience as a professional accountant 
and daily d i scussions with oil men, I am convinced that if 
the proposed reduction in the allowance for depletion is 
adopted there would be a substantial curtailment of ex-
ploratory and prospecting activities including exploratory 
drilling for new oil fields." 
Judge questioned the reasoning behind the Treasury Department's 
contention that the percentage depletion deduction per barrel of oil is con-
siderably higher than it was when the 27 1/2 per cent rate was set up by 
Congress . He testified: 
"The factors which should determine whether the percentage 
now in effect is excessive are those same factors which were 
taken into account when the 27 1/2 per cent was originally 
adopted. 
"The statements presented to this committee by the Treasury 
Department do not contain any evidence as to the relation of 
discovery values and gross income . " 
The tax expert continued: 
"The Treasury has submitted a statement in support of its 
contention that some taxpayers are not paying their fair share 
of the taxes . An examination shows, however, that nine of the 
ten individuals cited spent close to 2 7 million dollars in in-
tangible dr i lling and development costs. In addition to this 
large expenditure, these nine individuals probably spent 
about 13 or 14 million for necessary tangible development. 
"Therefore these nine individuals probably spent 
approximately 40 million dollars for development of oil 
properties, both tangible and intangible, while being allowed 
a deduction of percentage depletion in excess of depletion 
computed on adjusted basis of 18.2 million. In other words, 
the total expenditures for development were probably more 
than twice the depletion allowance ." 
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Judge also said that "from my experience the wildcatter or 
smaller independent oil man does not, as the Treasury Department says, 
usually sell his property before or shortly after it is developed." He 
explained: 
"Most oil operators are reluctant to sell all of a given 
property and will usually dispose of a fractional interest in 
order to share with others the risks and obligations of 
development and operation." 
SERGEANT YORK PROTESTS AGAINST PROPOSALS 
TO ELIMINATE OR REDUCE OIL DEPLETION ALLOWANCES 
Wolf Creek, Tennessee, Feb. 15, 1950 
Alvin C. York, Sergeant York of World War I fame, joined 
the growing chorus of protest against proposal to eliminate or reduce 
depletion allowances in new tax bill before Ways and Means Committee. 
In a telegram to Representative Jere Cooper of the Ways and Means 
Committee, Sergeant York said: 
"As a pioneer in opening and development of Wolf River 
Oil Field on Tennessee-Kentucky border, one of the very few 
oil producing areas in Tennessee, I want to protest against the 
proposal to eliminate or reduce depletion allowances per-
mitted under present tax laws on incomes from new oil and 
mining enterprises for the following reasons: 
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( 1) That prospecting and development of marginal oil areas 
such as ours is so risky that without incentive of pre-
sent depletion allowances, necessary capital would not 
be attracted. 
(2) I do not know whether or not present law provides in-
come tax loopholes for large operators in proven fields, 
but I do know that without this provision we small 
operators, working in unproven fields in which large 
operators are not interested, would be so handicapped 
as to be unable to continue operations. 
( 3) I think it very unlikely that Tennessee fields would ever 
have been opened without the benefit of the depletion 
allowances. 
(4) I am convinced if it is eliminated or reduced, we small 
operators in this area and probably elsewhere will have 
to reduce greatly or entirely suspend operations. 
( 5) Reduction or suspension of our operations would not only 
produce unemployment, but it would also delay for many 
years opening and developing of oil production areas in 
Tennessee, because prospects . are too small to attract 
large operators and the job, if done at all, will have to 
be done by small operators. 
Therefor, I urge you and your Committee to consider carefully 
the effects proposed changes would have on small operators as well as 
on prospects for developing the oil resources of Tennessee and other 
" unproven areas . 
PUBLIC NEED OF SOUND OIL INFORMATION 
Most informed persons in this country know, in a general way, 
a great deal about the steel industry, the automobile industry, and other 
enterprises that rank near the top of the scale of gigantic activities. It 
has been the misfortune of the oil business to possess such characteris-
tics that the news-dispensing agencies of this country have given the 
public an absolutely erroneous idea of the entire industry. Such a con-
dition will not change until the public knows just what this great oil 
producing industry is accomplishing. The evils of the bu.siness have 
been heralded by the industry's enemies, and its virtues emphasized 
hardly at all by its friends. 
This is regrettable, but such an unfortunate condition can only 
be changed by the oil men themselves . 
GIVING CONGRESS AND THE PUBLIC FACTS 
APPARENT GAPS 
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Although the support of public op1n10n must be deserved if it 
is to be obtained, actions alone are not enough to assure it. In today's 
complex society the public forms opinions about people, organizations, 
places, things and subjects with which it has little or no direct contact. 
The public is influenced by what it reads, what it sees and hears. 
Therefore, if the oil industry continues to seek the support of 
public opinion through congressional support, it is important that the 
lobbying done by the industry include the use of valid public relations 
techniques. 
It is to be noted that the oil industry, in all good faith, has 
attempted to relinquish too much technical material in explaining to the 
various congressional committees the whys and wherefores of the 
statutory depletion allowance. As soon as a speaker begins to use 
detailed facts and figures and tabulated statistics, for example, his 
audience is gone . This point seems obvious enough; but anyone who 
has studied the ~ontents knows that an astonishing number of speeches, 
mention in this volume bristle with percentages, decimal points and 
facts which are difficult to digest even with thorough analysis. 
However, necessary it may seem to the individual lobbyist 
who is presenting the factual data, it must be remembered that his 
story, however told, will be repeated to the public by those congressional 
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committeeman who did or did not under stand the report. Therefore, it 
is important that the oil industry ' s lobbyist interpret themselves and 
their cause to congress or at least to those members of the congress 
whose support is needed . This must not be done only when called 
upon to lobby before the Ways and Means Committee , but continually . 
Simply giving congress and the public the facts is not in itself 
sufficient to bring about under standing and acceptance for the oil 
industry's cause. These things also are important: 
{ 1) Facts should only be used in an effort to communicate 
the true s ituation. 
If the indus t ry attribut es a 10% increase in price of its 
refined product to a wage increase , it is inviting others 
to tell the public the whole truth. Then too, statements 
that are only par tially true can undermine public con-
fidence through congressional deliberation. 
( 2) The facts should be related to the public's concept of 
what the facts mean. 
Example : If an Oil Company reports earnings of 
$1 , 000 , 000, the public , especially that portion of the 
public composed of company employees , may think that 
excessive if they have no further information. But if 
the earnings are equivalent to, let us say, five cents 
out of each dollar of sales , the react ion will be dif-
ferent. Survey after sur vey has shown the general im-
pression is that business makes about 25 percent. The 
surveys also show the public thinks a profit of ten per 
cent i s fair . 
{ 3) The facts should appeal to both reasoning and emotions. 
Opinions are formed by emotions as well as by reason. 
If one should listen t o some smart lawyer while he 
sways members of a j ury , or a judge , trained in the 
art of reasoning , one could easily see that the judge 
can be swayed by emotional appeal. 
Lobbyi st or legislativ e representative should remember 
that congress as the general public are 
more interested in objectives than they are in the 
means of attaining them. Politicians know this , so 
they talk about ends rather than means . They 
promise the things most people want - security, 
a bette'r standard of living, protection, liberty, jobs 
for all , etc. To the extent they can convince the 
public that they can provide these they: ~ will create 
public opinion favorable to themselves . 
Example : If there is something the oil industries 
representatives would like to do in the public interest 
relative to explaining a particular problem confronting 
them, but can 't, they must first agree with the de-
sirability of the objeCtive . Then it is recommended 
that these representatives explain why they cannot 
do it . Perhaps if the representatives for the industry 
try long and hard enough , they will find a way. This 
indicates the need for a fundamental explanation to 
congress by the oil producing industry of. why it needs 
an increase over and above the present 27 l/2 percent 
depletion allowance . 
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If, however , the objective is dismissed, and the representatives 
simply continue to resort to cold logic to prove why it can-
not be done, and fight only for the present allowance, the 
industry may find itself doing it under public compulsion. 
The eight-hour day, collective bargaining, minimum wage 
standards, and many other social advances brought about 
despite the arguments of men who "p:roved " they were 
impossible ·and who did not admit they were desirable 
anyway . 
( 4) The information the industry provides should have been 
timely . As a rule those compani es that enjoy the support 
of public opinion are leaders of the parade so to speak. 
It would have been a wise move on the part of the oil 
producing industry had they planned to release information 
relative to the depletion allowance well in advance, in 
order that the general public might understand the prob-
lem facing the producing industry. 
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Valid Public relations in this instance is not a cure 
all but a preventative. 
Had the industry known what to say and had been 
ready to say it before legislative representation was 
needed, the present depletion allowance hearing could 
have been eliminated. Full time discussion for a de-
pletion increase would have timely and effective. Then 
too, even had the industry not known when to use the 
effectiveness of valid public relations techniques, it 
should have been ready. 
People are a lot more interested in fire insurance 
when there is a big fire in their community than they 
are at other times. 
Example: If the industry is going to take some action 
affecting the public, or a part of the public, the wise 
thing to do is not to act first and explain later unless 
the,re is a compelling reason for doing it. Explain often 
to congress and the public why the present depletion is 
not sufficient, why there is a need for an increase. Ex-
plain all of this before and at the time action is taken. 
And, of course, explain it in terms of the public interest 
rather than the oil industry. 
The producing industry knew that criticism was being 
made that received widespread publicity. The oil pro-
ducers were convinced it was unjustified. If it could 
not have been prevented by some fair action, then the 
produci~g industry should have prepared to answer it 
immediately so that published reports could have carried 
both sides of the depletion issue, leaving the public to 
judge who is right and who is wrong. 
Because the oil industry waited until public pressure 
·pushed it before congressional committees, its state-
ment of the facts have taken unnecessary expense, energy 
and t ime to catch up with the charge against it. 
I 
( 5) Say what you have to say in simple terms that most 
people can under stand. Only four out of every one 
• 
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hundred Americans over twenty-five years old have 
attended college. Sixty did not get through h~gh school. 
One-fourth of them did not go beyond the eighth grade. 
Consequently, had the statutory depletion allowance been 
explained in a manner applicable to the individual taste, 
particularly those opposing the allowance, from non-
producing oil states , using a technique of occupational 
comparative analysis , it is without a doubt the technicalities 
of this depletion allowance would have been understood 
and appreciated , ( 1) If the industry talks to congress 
and the general public on the language level of a post-
graduate , few of the general public are going to be listen-
ing, therefore not understanding , 
Furthermore , if the oil industry wants the Treasury Department 
to listen and to read about its public relations, then the use of familiar 
words, keeping its sentences short, and using plenty of references to 
people is recommended, Talking to all publics about the depletion 
allowance, explaining the dire necessity and importance of this, in 
terms of common experiences , will awaken the public to the fact that 
there is a need for such a depletion allowance for the oil producers 
as well as an increase over and above the present allowance. 
The industry could tell its story through advertising, in news-
papers, magazines and other periodicals, on bill boards , on the radio, 
or through some of the other media , It could say exactly what it wants 
to say, where it wants to say it, and when it wants to say it, subject of 
course to restrictions of the media , The oil producing industry should 
have determined the frequency of their messages and kept repeating them 
in the same periodical, on the same radio stations or net works, or on 
the same billboards , 
The industry should have printed and circulated its own literature 
relative to the statutory depletion allowance, explaining its need for the 
present allowance and explaining why- an increase in this allowance is 
necessary for the American Oil producer, The industry could have 
(I) Summary and comparison see Chapter lli, Page I 71. 
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produced and distributed their own motion pictures, or conveyed their 
messages th;rough other media for which it was willing to pay. 
INDUCING OTHERS TO CONVEY THE 
INDUSTRY'S TAX MESSAGES 
Publicity, the term by which this method of communicatifig 
messages is known, could have been adapted to any of the channels 
of communication, including some that are not available to advertising. 
However, publicity lacks the control features of advertising. 
Possibly the industry could not have said exactly what it wanted to 
say, when it wanted to say it, and where it wanted to say it. Acceptance 
of its message depended, of course , on some editors judgment of its 
value to him and what the oil producers said and how they said it was 
subject to his blue pencil. However, well planned publicity could have 
had special value of its own in that it would have carried the implied 
endorsement of the media in which it appeared. 
THE PROBLEM 
Those who direct the oil producing companies that represent 
the industry nationally should be keenly aware that its public relations 
problem is essentially a local one. The public's first-hand contact with 
the industry is with one or another of the several thousand oil producing 
companies which help to serve cities, towns, and farms of the country. 
What the oil industry has said nationally has carried convictions 
only if its sincerity and truth has been supported by what these producing 
and operating companies have done locally. 
Thus the success of the national effort depends upon nationwide 
mutual effort among thousands of companies to achieve good employee, 
stockholder, and public relations in each of their communities. A major 
part of the work of the industry's national organizations, trade associa-
tions etc., should be directed to that end, 
Since there are common denominators for many aspects of all 
companies public relations, a real help can be had from pooling of 
experience and a uniform analysis of problems. 
349 
PROBABLE SOLUTION 
Acting on the sound principle of first getting the facts, the 
industry has engaged research organizations ( 2) to make a survey of 
public attitudes toward the oil companies' approximately every two years. 
The surveys first purpose was to find out what the public knew and 
thought of the business-managed petroleum industry. Since then it has 
served the dual purpose of ineas_uring the effectiveness of the industry's 
program, and detecting shifts in attitude toward the oil industry. Facts 
determined by this survey not only influenced what the industry has said 
to the public in its national advertising, but also has helped to guide the 
companies in what they have done in their own communities. 
OBSTACLES OF LOBBYING EFFORTS 
THROUGH THE USE OF PERSONAL COMMUNICATION 
Communication cannot exist in a vacuum. People can only 
communicate with other people when one man speaks directly to another 
man standing face to face, the communicating which goes on is about as 
direct as communication can ever be. The sp~aker may be unclear, the 
listener confused. The effort may fail. But this may also be true under 
other circumstances. All things equal, the spoken words that pass 
directly from man to man seem to communicate best. They certainly 
produce more action. 
And anything which comes between the speaker and the listener, 
with the exception of words, tends to make communication more difficult. 
The more we have to depend on media, channels, technical facilities, and 
symbols, the more the words have to engage in an obstacle race to get 
to their objective, even when, paradoxically, we must use these mechani-
cal aids to achieve "coverage" . If, however, there are too many ob-
stacles and sheer physical distance itself can be one of the worst, the 
words sometimes do not get through. 
The advantages of lobbying through the media of speech, therefore, 
appears to lie in the elimination of symbols, which make for confusion, 
and in the approximation of direct contact. Put a good legislative rep-
resentative before the Ways and Means Committee in a well arranged 
hall; put before him a congressional committee which has come to 
he'ar ,him talk; assume that the audience has come because it is 
{2) Under the auspices of the American Petroleum Institute and Oil Information Committee. 
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reasonably interested in the subject to be discus sed; let the lobbyist talk 
to his audience directly. When those conditions exist, the efficiency of 
communication, word for word, is likely to be as high as it can ever get. 
When action is indicated, speech is a power lever. No one has 
ever successfully "discriminated out" all the reasons. But no one doubts 
that warm, human speech, plus close physical proximity between the 
people concerned, plus the subtle psychological conditions which exist 
under " group conditions", all add up to a favorable situation when the 
speaker wants to create a mood of action rather than simply passive 
acceptance of ideas. 
DISADVANTAGES OF LOBBYING THROUGH SPEECH 
There are some serious disadvantages of lobbying through speech 
as a medium, but they are the kinds of disadvantage which exist when any 
tool is misapplied. The lobbying efforts through speech are efficient only 
when correctly utilized. 
One obvious disad~antage of speech alone is impermanence. The 
word is fleeting and soon gone; only memory recalls it . The inattentive 
congressional auditor has missed the point, and he has no printed word 
to remind him. 
Another invalid technique through the media of speech is the 
fact that the lobbyist has left an impression rather than specific, de-
tailed knowledge , In congressional committee halls or in the House 
Ways and Means , where the lobbyist speech is so vital a stimulus, 
the Speaker of the House knows that spoken words are not enough, and 
that full learning of the depletion allowance should require other aids . 
The more complex the subject matter to be transmitted, the less the 
spoken words of the oil industry ' s representative will suffic' e . 
The necessary limitations on the size of an audience 1n the 
House Ways and Means as well as other Congressional Committee 
meeting rooms, also are disadvantages when broad courage is de-
sirable. The lobbyist through his speech making can be spread far and 
wide by radio, but then the direct human contact between speaker and 
congressional committeemen is l ost. The efficiency of direct contact, 
therefore, is to some extent offset by the fact that even with the aid of 
amplifying devices a speaker's audience must be relatively small. 
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It is obvious that some of the congressional members are more 
visual-minded than audio-minded, so that speech alone, despite its relative 
efficiency, may still fail to communicate fully. Therefore, it is urged 
by the author that " combined" forms of communication be used, in-
cluding the use of large charts, pictures and exhibits. 
Then too, poor speech structure in some instances has cut down 
direct communication to zero. For if the lobbyist speech before these various 
committees is not a carefully constructed thing, prepared and delivered by 
one who is well acquainted with the technicalities of the statutory depletion 
allowance, the audience may hear the words, as has been in past con gres-
sional~ hearings, but fail miserably to get the point. 
As was mentioned above, too much technical material has served 
to nullify various speeches however well they were delivered. 
There are other disadvantages, most of them obvious. But none of 
them means that lobbying through the media of speech is inefficient in 
transmitting information; the author simply means that the speech, like 
any other tool, must suit the job to be done. 
Since long before the passage of the Federal Lobbying Act, 
human speech and direct contact has been the lobbyist's most universal 
form of communication; before Congress it is a technique which has 
perhaps received more study and analysis than any other form of media. 
Even today, in an age of radio and television, lobbying, through the efforts 
of speeches , remains one of the oil industry's foremost channels to the 
minds of congressional committeemen. 
CHAPTER IX 
CONCLUSIONS 
Logical recommendations of how to improve Public Relations 
Techniques for the Oil Producing Industry, relative to Con-
gressional Lobbying and the Federal Tax Policy. 
The mental image evoked by the term, lobbyist, is usually 
that of a back-slapping, cigar -passing, aggressive per son who accom-
plishes his sinister ends through unscrupulous means. This idea 
caricatures a type which no longer exists, and is no longer seen 
around the marble corridors of the State House. 
In this era of social change, a new type of lobbyist has 
developed. He is equipped with sound technical information. He 
represents groups of citizens organized to support legislation which 
they believe will bring about better conditions for the greatest number 
of persons. 
Since legislators are so often bound by political affiliation and 
direction, it seems not only legitimate, but necessary that citizens have 
some means of bringing their viewpoint before them. 
Individuals can no longer feel that their representation has 
been acquired when they have helped to elect legislators. They must 
now direct their representatives not individually but through or ganiza-
tion. 
The lobbyist with whom we have discussed in Chapter I serves 
as spokesman for such groups. The oil industry lobbyist is seldom a 
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full time staff member appointed specifically for this task. 
When we speak of the lobbyist, therefore, we are using the 
term to describe the person or group acting in this capacity. 
PERSONAL QUALIFICATIONS 
It should be pointed out that a lobbyist's most essential tool 
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is adequate and reliable knowledge about the subject with which he is 
dealing. As to personal characteristics, he needs alertness, because 
situations change quickly, and not always obviously; energy and health, 
because lobbying is a strenuous job; liking for all kinds of people, so 
that he may meet them naturally on their own ground; and a willingness 
to be self-effacing, since results can seldom be chalked up to his credit. 
RELATIONS WITH CONSTITUENTS 
The lobbyist's first obligation is to interpret t9 legislators and 
to the public, accurately and clearly the thinking and purposes of the 
organization he represents. He may need to assist his constituents to 
clarify and strengthen their own understanding of the measures they are 
backing and to become more articulate about their cause. No matter 
how well the person doing the lobbying is qualified, or how well liked 
by the members of the legislature, whatever action he takes must rep-
resent the considered opinion of his own group. The practiced politician 
usually has his ear to the ground in his own home territory and is 
sensitive to the number of people supporting any measure. He wants 
particularly to know whether the support comes from a large, interested 
membership, or whether it is merely the thinking of a small group of 
leaders. 
The oil lobbyist's next task is to work with his group in 
planning and initiating action. Because of his experience in legislative 
procedure, the lobbyist can be helpful to the group in advising what 
kind of action is possible and wise. He can interpret to them the 
attitude of legislators toward their measure, and only technical reasons 
that may interfere with its passage . He can also advise them when to 
renew pressure, and where it can be most helpfully directed. Through-
out the legislative session he represents his group in seeing their bills 
through all the stages of the legislative process. 
.. 
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RELATIONS WITH LEGISLATORS 
Members of the legislature making a sincere effort to study 
the legislation before them soon came to recognize those oil lobbyists 
whose information is reliable and whose judgment is sound. They came 
to depend upon these lobbyists, whom they feel they can trust, to give 
them the facts regarding legislation upon which they are called to vote. 
When one considers that thousands of different bills are some-
times introduced in a single session of the legislature, it becomes clear 
that even the most hard-working and conscientious legislators cannot 
gather reliable information about all measures. Some who have the 
necessary financial means employ research assistants, so great is the 
need for dependable information. Most legislators are not able to secure 
this service. They therefore tend to base their decisions on the readily 
acce!:)sible facts supplied by the proponents and opponents of the measures. 
The lobbyist, then, can be of real service if the information which he 
submits has been carefully gathered and is objectively presented. 
Members of the legislature who desire sincerely to do the best 
possible job in the public interest need to be upheld in the conviction. 
They are always kept well aware of the needs and desires of various 
powerful, articulate minorities, who, because of their own self-interest, 
may obstruct legitimate measures. Unless the legislators are also kept 
aware of those groups who are interested in and are supporting good 
legislation they may be more readily susceptible to the pressure of 
opposing factions. The mere presence of the persons lobbying for 
measures in the general public interest may be an important reinforce-
ment to the good intentions of the legislators. 
ATTITUDES OF LEGISLATORS TOWARD LOBBYISTS 
It must be remembered that legislators are under pressure 
from all sides. The nature of their work is essentially bargaining and 
compromise. For this reason they are apt to resent undue pressure 
from any one source. Most members of Congress with whom I have 
had an opportunity to talk with l ast year while in Washington gave as 
their outstanding criticism of lobbyists, their failure to see the legis-
lative program as a whole. They feel that they themselves are in a 
position to view the total situation and are sometimes aware of problems 
which a person working in a specialized field of legislation cannot see. 
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They ask, therefore, that groups reviewing the record of any legislator 
give consideration to his complete record of legislative activity, and not 
place emphasis on his failure to support one specific measure. This 
indicates that the oil lobbyists referred to in this volume, should in-
troduce valid public relation techniques in their legislative programs 
when discussing measures affecting their industry, congressional members 
and the general public. 
Legislators resent a threatening attitude on the part of the lobby-
ist and are apt to be antagonistic toward a person who promises their 
defeat in the next election because of their failure to support a specific 
measure. They regard most such threats as unimportant for the legisla-
tors are well aware of the notorious shortness of the public memory. 
The attitude of most legislators toward lobbyists is quite 
clearly shown by the congressional committee which recently investigated 
lobbying, when they say, "it should be clearly under stood that there is 
nothing in this legislation that prohibits or prevents any individual from 
attempting to influence legislation. The sole purpose of the. act is to 
shed ~he light of day upon their activities and require that they file 
periodic reports of receipts and disbursements and to require active 
paid lobbyists to register and disclose the source of their employment." 
CONTROVERSIAL LEGISLATION 
A long time program of education and propaganda designed to 
reach, not only the members of the legislature, but the general public 
as well, is essential before any intensive legislative lobbying is be gun. 
Attempts to bring pressure on legislative members for active support 
of legislation which is not ripe only arouse their antaganism. Facts 
and logics do not play the supreme role in getting votes on .controversial 
legislation. 
Part of the study to be made by the oil industry's representation 
sponsoring legislation is the careful analysis of probable opposition. It 
can be foreseen at the outset that certain groups will be affected ad-
versely by the legislation, and will therefore raise objections to it. It 
is well to prepare answers in advance to meet this opposition, While 
a great deal of legislative work requires a degree of alertness which 
will enable the lobbyist to engage in the give and take of political 
combat, no amount of advance preparation will be wasted. 
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The oil lobbyists working for rev1s1on of taxation laws should 
keep in mind that the general public has a vital interest in their pro-
gram. Sometimes it would be desirable for some friend of the hearing 
most concerned to sponsor the legislation and request some other 
friendly member to introduce it with his recommendation. Often the 
person concerned can make valuable suggestions regarding the proposed 
legislation and may be well informed about the favoring and opposing 
forces. Even if the friendly member is neutral or opposed to the 
legislation, the fact that he has been consulted and his interest recog-
nized will make it less likely that he will come out in active opposition. 
RECOMMENDATIONS FOR BILL DRAFTING 
A bill should be carefully drawn so that when it is enforced it 
will surely carry out the desired purpose. Much legislation has been 
passed which in actual practice has proved comletely ineffective. To 
return to the legislature a year or two later asking for revision of a 
program which the lobbyist has actively sponsored is embarrassing, and 
weakens his prestige in the eyes of the legislature. Lobbyists of ex-
perience should recommend that a bill be drafted before any program 
of propaganda is initiated. The initial draft may be printed and dis-
tributed so that suggestions and objections may be brought out before 
final revision. 
Many lobbyists do their own bill drafting. It is unsafe to assume 
that all lawyers are capable of drafting a good bill. A lobbyist who has 
had a great deal of experience in a particular field may be much more 
competent to draft bills than an attorney whose experience in this 
specialized work is limited. It is always well to submit a bill to the 
legislative drafting bureau, to be checked for form and technical 
wording. The lobbyist may be able to submit it directly if he is ac-
quainted with employees of the Washington Bureau. If not, the member of 
the legislature who is sponsoring the bill could secure this service. 
IMPORTANT CONTACTS SHOULD BE MADE IN ADVANCE 
Because legislative leaders are under such terrific pressure 
during the legislative session, the representatives of the oil industry 
sponsoring a bill may find it an advantage to reach at their homes 
those most important to the passage of the proposed legislation. They 
will have more tUne there to go over the details of the program care-
fully. Contacts made later during the session are so brief that they 
have little educational value , but can only serve to clear any points 
in question, or answer opposing arguments. 
The oil industry ' s representatives sometimes sends question-
naires asking members of the legislature to express their viewpoint 
about proposed measures. Aside from the value of the information 
obtained, this serves to bring the proposed measure to the attention 
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of the members . Persons informed on this matter say about a 20 
percent return on questionnaires on any controversial matter is about 
what may be expected. While these returns are not very high, the few 
written statements secured in this manner are worth having. It is also 
helpful to note which members do not reply in order to know what later 
contacts are necessary . It is easier to hold legislators to a promise 
when they have expressed their views . 
NEWSPAPER AND PUBLICITY SUPPORT 
If the proposed legislation has news value, it will be reported 
in the news columns. An important phase of the work of the lobbyist, 
however, is to enlist active editorial support which will make the news-
paper a partisan, or in some instances, a sponsor, of the legislation. It 
is well in approaching editors not to present a completed program, but 
rather to outline it in general and ask their opinions concerning it. The 
editor likes to put his own ideas into his campaign for the measure. 
Stimulation of public interest to a point at which a measure 
can be seriously considered by the legislature is the business of the 
politically potent oil industry and their lobbyists rather than of the 
legislators under our present system. Whether a legislator is a leader 
or a representative of his constituents is a debated question. That 
representation rather than leadership is the role most generally assumed 
seems fairly clear. This increases the work the lobbyist must do in 
stimulating and educating the public regarding any measure. 
LOBBYING DURING THE SESSION 
Key Persons in the Legislature 
When the lobbyist is in the capitol and the session is under 
way, those persons with sham he must work, if his efforts are to be 
effective, are the majority and minority leaders , the speaker or pre-
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siding officer of both legislative branches, and committee chairman. 
The speaker and the party leaders should generally be seen before the 
introduction of any important measure, since their support, if it can be 
gained, is invaluable. Since it is sometimes possible for a bill to be 
referred to one of several committees, the speaker can be of great 
assistance in referring the bill to the committee most likely to favor it. 
After the bill has been introduced, committee chairmen, who 
are always ranking members, are very important to its disposition. They 
sometimes function for the entire committee. Some committees never 
have formal meetings , the committee business being handled almost 
entirely by the chairman. 
In the pressure of legislative work it is not often possible to 
canvass every member of a large legislative body, nor is it important, 
except in rare instances where the vote is very close and party lines 
are not being followed. 
The secretaries of members are often political henchmen or 
personal friends of the legislators, and can, if they are friendly, be of 
great help to the lobbyist . They can assist the lobbyist in securing 
appointments with legislators and can often interpret their attitudes on 
any given legislation so that later visits to them may be unnecessary. 
GETTING ACQUAINTED 
Many persons who have been successful in lobbying seem to have 
developed a faculty for being on friendly terms with a great many of the 
army of assistants who go to make up the legislative machine. 
The lobbyist making his first visit to the capitol would probably 
be confused by the mass of individuals of all degrees of authority who 
swarm around the legislative halls during the session. If it is possible 
for the person unfamiliar with the make-up and personalities of the leg-
islature to make his first visit in company with an experienced lobbyist, 
much time and trouble can be saved in learning to know names and 
faces. Some lobbyists are glad to take a newcomer with them and in-
troduce him around since they like to have a witness along when asking 
for promises of support on any legislation. 
A useful device for familiarizing oneself with the names and 
appearance of individual members is to get a blueprint or a drawing of 
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the seating plan of the chamber. Then by writing in the names of the 
members occupying each seat it will be possible to identify him. This 
is also helpful to the lobbyist when in a hurry to locate some member 
before the start of the session. 
BIOGRAPHICAL INFORMATION ABOUT LEGISLATORS 
It is recommended that the oil industry's representatives compile 
biographical information about individual legislators. The purpose of 
having this information is to give the lobbyists as accurate a knowledge 
as possible of the legislator's personal interests and affiliations. This 
assists him in knowing how best to approach the legislator. 
This biographical information includes the place of birth, 
family backgroundJ education, business or profession, hobbies or special 
interests, religious and fraternal affiliations, and any other facts which 
might contribute to an understanding of the legislator. 
MAKING CONTACTS 
Since many members of the legislature do not ha¥e offices or 
permanent headquarters where they can· be seen, it is usually necessary 
to get in touch with them at their hotels and other public places, or at 
their desks before the session starts. Most members arrive at their 
desks a half hour or so before the body is called to order so that they 
can look over their mail and attend to other matters. It is sometimes 
pas sible to see them at this time. It is not usually advisable to "button-
hole" them at the close of the session when they are tired and anxious 
to get to meals or back to their hotels. 
In Washington legislators may sometimes try to avoid a lobby-
ist when they do not care to face an issue which they know the lobbyist 
is going to raise. In a situation of this sort, it is again necessary to 
look to the legislator's home, and arrange to have contact made by an 
influential and interested member of the legislator's own state. This is 
only one of the countless situations in which the success of the lobbyist 
rests on the width and effectiveness of his industry. 
Methods of approach to legislators vary with the personality of 
the lobbyist making the contact. The rules for successful relationships 
with people which hold true in most situations are just as applicable 
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here. Newcomers in the legislative field are sometimes inclined to be 
apologetic in their approach to legislators. This is needless and may 
lnJure the lobbyist's case. The business of the legislator is legislation 
and it is not necessary to manufacture some polite reason for wanting 
to see him. The lobbyist need simply state that he wishes to discus~ a 
piece of legislation. This is sufficient reason for seeking an interview. 
HEARINGS BEFORE THE HOUSE WAYS AND MEANS 
COMMITTEE 
Hearings are expensive in terms of money, time and energy. 
A hearing should never be requested by the supporters of a bill if it 
will pass successfully without it. It is often useful, however, to request 
a hearing on a bad bill which seems in danger of passing. In general a 
hearing is most useful when a bill is actually in the balance so that a 
few votes either way will mean passage or defeat. Other strategic times 
for hearings are, first when you have strong popular support for the bill 
and active political opposition, and second, when you want to force the 
opposition to come out in the open. 
Before requesting a hearing the lobbyist should be fairly certain 
that his industry and supporting· factions can make a better showing than 
the opposition which will probably be represented. In general, it is easier 
to kill a bill than to pass one and a strong opposition at a hearing, even 
if somewhat less impressive than the support, may be sufficient to per-
suade the legislature that the time is not propitious for the bill's passage. 
If a hearing is agreed upon, a chairman should be appointed to handle the 
entire program so that the efforts of all groups taking the same side will 
be coordinated and effective. 
ELEMENTS OF A GOOD HEARING 
Hearings are too often long drawn out and rather tiresome 
affairs in which the same things are repeated over and over again by 
different speakers. Since legislators sitting on the committee holding the 
hearing are familiar with the general outlines of the subject under dis-
cussion, they may be easily annoyed by the unnecessary repetition of 
obvious points, 
The elements of a good hearing are basically the same as 
those of a good show. The program should be varied. The long speeches 
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containing a great deal of factual material should be interspersed with 
more novel features designed to hold the interest of the legislators. 
Ministers are often effective speakers at public hearings. 
Some lobbyists have noted that legislators seem to listen to them with 
more respect than they show the average speaker . Well known public 
figures, especially persons who carry weight with the party in power, 
appearing in support of a measure also add to the interest and impres-
siveness of the occasion. 
LETTERS FROM CONSTITUENTS 
The flood of letters and telegrams which have come to play 
such a large part in lobbying activities of the oil industry are usually 
most effective at two particular times: 
First 
Second 
When a bill is in danger of being killed 
in the committee, and 
After the bill is reported to the legislature. 
A flood of communications designed to reach its height a day or two before 
the vote is anticipated will often be most effective. 
Individual letters should go to the legislators from their own 
constituents, especially those who are enrolled in their own party. The 
more the better and the more influential the names the better. Letters 
as a rule should be brief and should give one or two pertinent arguments 
in answer to objections as well as ask for support. The same form of 
letter should not be used by a number of persons . Some companies have 
typed postcards for their representatives to send, but it is preferable 
to have individual letters written, based on facts and figures supplied 
to the wr iters. 
One of the common ways of determining when the strategic 
time for intensive work on a particular bill is at hand is to watch the 
newspapers to see when Senator Blank or Assemblyman X begins to 
make speeches and to offer public opinions on the matter. Public 
statements by especially interested individuals are not particularly 
indicative, but when practical politicians begin to take notice of the 
issue, it is a good indication that the matter has soaked through enough 
layers of public opinion to be ready for serious consideration by the 
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legislature , This does not mean of course that bills are never to be 
introduced, or that legislators are not to be approached regarding 
them, before there is hope of their passing. 
THE USE OF PRINTED MATTER IN LOBBYING 
Although it is important to furnish the legislator sponsoring a 
bill with complete information, it must be prepared for him in compact 
form so that it is convenient for reference and easy to carry in a brief 
case. One oil company provides a folder of the kind used in vertical 
files as a container and pastes a copy of the bill inside the cover. A 
pocket attached to the back of the folder contains a memorandum telling 
what the bill is designed to do and answering all anticipated questions. 
The pocket also contains copies of newspaper editorials and other pub-
licity, information about experience with similar legislation in other 
communities and abroad and information which the sponsor might need 
to have in the course of his fight in committee and on the floor of the 
House Ways and Means. 
METHODS USED IN OPPOSING BILLS 
The very cumbersomeness of legislative machinery is sometimes 
an asset, when undesirable legislation has been introduced. Many poor 
measures will never be brought before the legislature for their vote. 
The lobbyist will do well to consider this possibility before coming out 
in open oppositiort, which may later prove to have been unnecessary. 
Much legislation introduced in the course of the session is done 
without particularly careful study and is n~t always of great importance 
to the person introducing it. Members of the legislature may introduce 
bills solely as a favor to members of their constituency when they are 
actually opposed to the legislation or are indifferent to it. Therefore, it 
cannot always be assumed that the introducer is an active proponent. The 
spectacle of an introducer opposing his own measure in debate is not 
unheard of. Very often the sponsor passes the word to the committee 
chairman that he does not want the bill reported. 
When undesirable legislation appears on the legislative horizon, 
a lobbyist will sometimes save himself a great deal of trouble by 
determining why the bill was introduced. This can, at times, obviate 
the effort and expense of rallying his forces to oppose it, 
When pressure is needed to defeat undesirable legislation, 
the same general rules and publicity methods used to secure public 
interest in promoting good legislation are employed. 
THE DISCUSSION SHOULD BE FRANK AND CLEAR 
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Few important federal statutes are rushed through to passage 
within a few weeks or months after being originally introduced. There 
is usually ample time for the oil industry's lobbyists to register their 
views respecting a pending bill long before it comes to a vote. 
The best time and the best way to present their attitudes would 
be, under most circumstances, to obtain interviews with their represen-
tatives and senators while they are back in their own home states and 
districts. 
Personal contact, as mentioned above, and a frank and clear 
discussion of the effects of a proposed law will go much farther to 
convince a legislator of the soundness of the oil industry's representa-
tivespcsition than any number of last-minute frantic appeals by telephone, 
telegraph or mail. 
POLITICAL INTEREST COUNTS 
Interest in Federal legislation must, of necessity, be coupled 
with a reasonable amount of political interest and activity; for politics, 
whether we like it or not, is the essence of the legislative system. The 
person who expresses an interest in legislation but a dislike for politics, 
is taking an unrealistic position which seems inconsistent with and not 
conducive to effective action. 
FORMULATlNG A PROGRAM 
The extent to which the oil producing industry will be permitted 
to serve the nation depends directly on how much people understand and 
how they feel about the needs it is attempting to meet, about the methods 
it is using to meet them, and about the quality of its performance. A 
sound public relations program is directed to the end that people may be 
better served. 
Public relations problems are not abstractions. They arise out 
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of particular sets of conditions which themselves are changing from 
moment to moment, and so by their very nature are profoundly in-
fluenced by consideration of time, place and chance. 
No company begins its public relations planning in a vacuum. 
Any oil company that has been in existence even for a day has already 
established relationships, and has already taken public relations steps, 
The importance of any sound public relations program in a 
serious and honest appraisal of facts - facts about the industry and its 
service, facts about how much the public understands and how it feels. 
A public relations program undertaken without this appraisal, no matter 
how exciting and satisfying it may seem while it is going on, may in 
the end fail to have accomplished what was most needed. 
When the oil industry has looked squarely at all the available 
facts, the public relations plan will begin to unfold naturally and logically, 
and every step in it can be made to count toward a sensible goal. With 
the facts at hand, there will be fewer false steps, much less time and 
money. Everybody working in the program will have the satisfaction of 
knowing that his assignment, successfully accomplished, has met a real 
need of the industry and the people it serves. 
FOUR STEPS ESSENTIAL TO FORMULATE A PROGRAM 
Let us turn now to more specific steps that have to be taken 
in formulating a public relations program for the oil producing industry: 
( 1) Formulation of Objectives - The first point is the formu-
lation of just what the objectives are. This is the basic 
step. Under our competitive system, the private profit 
motive and the public interest must coincide. If the 
objectives are not in the public interest, the program 
should be abandoned. 
( 2) Analysis of Public Attitude - The second point is the 
analysis of the attitude of the public towards the industry 
and services it renders. 
Obviously, such an analysis must be based on a broad 
and representative survey which should answer such 
questions as: What is the general attitude of the 
public towards the oil producer and his services 
provided? How do specific actions and broad policies 
of the industry affect the public's attitude? In what 
ways does the industry fail to measure up to what 
the public expects of it? 
Such a study should also reveal any fundamental 
changes that are taking place in public opinion, so 
that the industry may either make whatever changes 
may be indicated to conform to new public demands, 
or endeavor to educate the public to its own point of 
view wherever public demands seem impossible of 
fulfillment. 
This survey will provide a scientific foundation on 
which the industry can base its public relations pro-
gram and if necessary, make indicated changes in the 
conduct of its business. Such studies bring to light 
numerous important facts that could not be obtained 
through the usual relationships. 
(3) Study of Analysis - Taking up the third step, a study 
of this analysis should then be made with a view to 
keynoting the approach to the public in terms of action 
of the industry. This action must be continuous over a 
period of time. It must be overt wherever possible. If 
must be conceived in terms of the public's interest, in 
so far as this coincides with the industry's own· private 
interest . 
Such a public relations program or policy must be 
integrated into the entire functioning of the industry. 
It cannot be something that is simply superimposed on 
the organization. It cannot be lip worship to an idea. 
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It cannot consist merely of releases from a mimeograph 
machine. It must be part and parcel of the thinking and 
action of the leaders in the industry. And it may mean 
that such thinking and action must be decidedly changed 
in order to conform to public demand and public ob-
jectives. Ideas that are not generally accepted by the 
public can be made acceptable only if they can be shown 
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to be of value to the public, and if their appeal can 
be related to acceptable facts, opinions, or customs. 
Symbols must be valid as well as vital. 
The policy to be established must reconcile the actual 
objective with the preconceptions, the preoccupations, 
and the existing attitudes of the many sections of the 
public. The policy determined on may be simply a 
policy of the most profound and widespread fact-finding, 
and subsequent presentation of the facts to an individual, 
a group, or the general public. The policy may require 
the formulation of a program to educate the public on 
the broad issues involved, or it may require an active 
offensive on behalf of a particular fact . 
·The determination of a basic policy is of supreme im-
portance in any lobbyist -·" move. Merely to express 
opinion, no matter how well, may be of little value or 
definitely harmful to the cause, if it does not specifically 
meet the underlying needs of the situation. 
( 4) Use of Media - After such a program has been laid out 
on paper and decided upon in terms of broad policy, the 
fourth step--the actual carrying out of such a policy--can 
begin. This is the projection and interpretation of the 
industry through all possible media, in terms of what 
the public is thinking and demanding. 
The first principle of such a campaign is that it must 
have continuity. Isolated approaches are of little value. 
The effort must be carefully planned so that the effect 
of the effort may become cumulatively powerful. The 
structure of the campaign must be as progressive and 
unified as the erection of a building. 
We have already enumerated many of the media to be 
considered. The old-time press agent sent pieces to 
the paper ; the oil industry ' s representative today may 
wage an entire campaign w ithout sending a single re-
lease to the newspapers. The media are still impor-
tant, and they may be utilized to the utmost, but they 
must be utilized with discrimination. Certain ideas 
are more effective when transmitted through certain 
media. A thousand people marching may be more 
convincing than a thousand words, or vice versa, de-
pending upon the circumstances. 
Not only must these media be selected with care, but 
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the objective--in whatever form expressed--must be 
stated in terms of the particular medium desired. This 
means that the objective will have to be dramatized so 
that the basic ideas it represents stand out in the welter 
of competing ideas and flow naturally to the public 
through the accustomed channels . 
Events will have to be developed which will symbolize 
the objectives and at the same time be interesting 
enough to be utilized in the various channels that reach 
the public. Support must be obtained from leaders of the 
public, and this support reflected to the public. Symbols 
must be selected. Once a searching study of public 
attitudes has been made , and the program coordinated 
with these attitudes, many channels that reach the public 
will be found . 
SUMMARY AND CONCLUDING OUTLINES 
The major part of the material contained in this volume was 
secured through consulting persons with broad and varied experience in 
the oil producing industry and legislative field. Perhaps no one state-
ment would be accepted by all of the persons consulted, nor does the 
record as it stands express the total viewpoint of any one individual, 
since each has some methods and ideas peculiar to himself. The aim 
has been to set down basic points about lobbying and public relations, 
relative to the statutory depletion allowance for the oil producing in-
dustry which there is general agreement and practice. 
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IMPORT ANT POINTS RECOMMENDED 
Public Relations Planning 
Public relations planning is largely a matter of common sense. 
There is no mystery, no alchemy in it, no esoteric talent required. To 
sum it all up, here are the important points for any oil company which 
aspires to go about its public relations work in the most orderly and 
effective way: 
A. Public relations planning is based on facts--facts 
about whether the company's services are adequately 
meeting the real need in the community, about whether 
people under stand it and how they feel about it. 
B. A clearly defined goal is essential if the program is 
to produce results. The company's public relations goal, 
if successfully reached, furthers the general objectives 
of the company to serve people better. Public relations 
is not an "extra" or separate function from the company's 
daily work. 
C. Long-range goals are not possible of achievement in a 
short time. The best public relations plan is the one 
in which the planners of the company have realistically 
selected a series of the most important short-range 
objectives, or steps, which are possible of achievement 
within a defined period, which will be the most productive 
of immediate return and which will move the company 
-
toward its long-range goals. 
D. Each individual oil company must keep its own relations 
with its community strong and healthy; but at the same 
time it must take its part in the industry with which it 
works. The public relations of the oil producing in-
dustry as a whole will be strengthened by sound working 
relationships among companies which are themselves 
strong; and by cooperative rather than competitive ap-
proaches to the public whenever such . cooperation is 
appropriate and feasible. 
/ 
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E. Any oil company embarking on a public relations program 
must be sure of whom it is trying to reach, and for 
what purpose . Focussed public relations projects are 
the strongest public relations projects . 
F. The more the industry knows about the group whose 
cooperation it seeks, the more successful its efforts 
will be . 
G. The choice of method or methods by which the public 
relations project is to be carried out depends on the 
group with whom the industry desires to build a re-
lationship. The most direct method is usually the best 
method. 
H. Specialized staff to coordinate the public relations work 
of a company should be engaged whenever feasible. All 
companies without specialized public relations staff must 
use regular staff members to carry out their programs 
but no company should be deterred from public relations 
efforts because it has no specialized staff. 
I. With or without specialized public relations staff, the 
regular staff must always bear the major responsibility 
for the public relations atmosphere of the company. If 
this atmosphere is poor, the company's public relations 
will be poor in spite of any public relations projects it 
undertakes. 
J. If the public relations program is to reach its goal, 
every task within it must be definitely assigned to a 
specific person or persons . 
K. There must be a time schedule , including wise choice 
of when to carry out certain steps and agreement by 
those responsible to carry them out by the appointed 
date . 
L. The cost of the public relations project will depend on 
what needs to be done. Realistically, company resources 
will affect public relations budgets but there should be 
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sincere determination to find the funds for public 
relations projects which a study of the facts has 
shown to be necessary if the company is to do its · 
job in the community. 
In short, these are the principles to follow when a company is 
dealing with the knotty problem of cash and time for public relations: 
l. Public relations programs cannot be conducted without 
expenditure of time or money, but--
2. They need not be expensive to be sound. 
3. The amount of time and money which should be spent 
on public relations depends on the problem and what 
needs to be done to solve it on the most economical 
basis. Wise planning eliminates waste. 
4. Public relations is a necessary activity . As such, it 
merits the same amount of effort to provide ways and 
means as is given to other necessary activities. 
5. All expendi~ures of either time and money should be 
weighed against possible results. If a choice is 
necessary, choose the most productive projects, even 
if it means abandoning some time-honored ones . 
LOBBYING IS AN ART AS WELL AS BIG BUSINESS 
I. Lobbying is a legitimate practice. 
A. It provides a justifiable voice and initiative for the silent 
and inert majority. :· 
1. The lobbyists are not self-interested but simply 
provide leaders to present the will of millions of 
people . 
B. The people most intimate ly concerned in proposed legislation 
have a right to present their side of the case. 
C. Lobbyists today follow a commonly accepted ethical code. 
1. No secrecy is indulged in. 
2. Congressmen pride themselves on the fact 
that they are voting as the public voice wishes 
them to. 
D. Among the ranks of lobbyists are citizens of the best type, 
including representatives of 
l. Organized labor 
2. Organized agriculture 
3. Federated churches 
4. Organized women 
5. National Education Association 
6. Professional welfare workers. 
E. Their motives are altruistic. 
II. Lobbies are Effective for Good. 
A. They push to the fore bills of inherent common sense. 
1. Many laws for protection of women and children, 
and other welfare measures, have only been passed 
by intelligent . lobbying. 
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B. Organizations for Presenting Facts to Law-makers will Keep 
Unsound Legislation off the Books. 
l. Legislators are not equipped to obtain necessary data. 
2. Each party to a controversial question is entitled to 
present the essential facts of his case. 
III. Lobbying speeds up Legislation. 
A. The group of voters can reach members of Congress to 
demand Action. 
B. The lobbyist is really an expert assistant to the congressional 
committee. 
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1. The big organizations of lobbyists are clearing 
houses for the best minds in the various groups. 
2. Lobbyis t s provide ready data on all sides of the 
questions. 
IV. Lobbies Help the Country ' s Business Condition. 
A. They provide i nvaluable information to the men and or ganiza-
tions they represent . 
1. They advise industries of legislation or of govern-
ment rulings affecting them, so that their business 
plans may be molded accordingly. 
V. The Lobby is a Necessary Adjunct to the Formal Machinery of 
Political Representation. 
A. The existence of hundreds of organizations for presenting 
their views to Congress is evidence that thousands regard 
the legislature as insufficiently representative. 
B . Citizens have interests other than those bounded by their 
neighborhoods. 
C . It is a positive duty of the officeholder to listen to reputable 
lobbyists. 
1. He is expected to be considerate of the right of the 
public to give him information. 
D. Lobbies do Invaluable Research Work. 
1. When congress wants to legislate on a particular 
subject it receives much help from t he lobby or-
ganizations. 
2. Without the presentations of groups involved Con-
gress would flounder along , legislating blindly. 
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Calhoun, Dr. John C., Jr., Chief, Division of Petroleum & Natural Gas Engineering, 
The Penn. State College, State College, Pennsylvania 
Casey, D. E. Vice-President , Secretary, American Taxpayers Association, Inc., Washington, D. c . 
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Lovejoy, .John M., President, Seaboard Oil Company of Delaware, New· York, N, Y, 
Lund, Gage, Director & Vice President, Standard Oil Company of California, San Francisco, 
Mapes, Clarel B., General Secretary, Mid.-Continent Oil & Gas Association, Tulsa, Oklahoma 
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McFarland, Ernest W., U. S, Senate: Office of the Majority Leader, Washington, D. C. 
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Smith, H. L., Vice President, Standard Oil Company of Texas, Houston, Texas 
Starn, Colin F., Chief of Staff, Congress of the United States, Washington, D. C. 
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Turner, E. R., President, Pan American Production Company, Houston, Texas 
Voskuit, Walter H., Mi eral Economist, State Geological Survey Division, University of Illinois Campus 
Urbana, lllinois 
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